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A COMPARATIVE STUDY OF EMERGING TRENDS IN STRATEGIC HRM IN 
THE DIFFERENT SUB-SECTORS OF IT INDUSTRY 
ABSTRACT 
INTRODUCTION 
In today's turbulent environment, the key to competitiveness lies in the ability to 
lead change and on how organisations build change leadership that enables them to 
capitalise and master change. This is where strategic thinking for management lies in 
general and for HR in particular. Many studies as early as 1989 stressed that human 
resource policies should be integrated with strategic business planning and used to 
reinforce appropriate or change an inappropriate orgeinisational culture. It has been 
further added that human resources are a valuable source of competitive advantage which 
may be tabbed most effectively by mutually consistent policies that promote commitment 
and which as a consequence foster a willingness in employees to act flexibly in the 
interest of the organisation in its pursuit for excellence. However it is necessary that the 
major elements of human resource strategy and functions be related to organisational 
culture. 
In the context of the above it is now imperative for human resource management 
to be a strategic partner. Hence human resource managers must understand how their 
'products' support the organisational business strategy and must be able to make that link 
understandable to the managers and employees they support. Otherwise, human resource 
products are exercises in paper-pushing and form-filling without contributing value to the 
organisational bottom line. And for this to happen, human resource managers must be 
astute business people too. 
STRATEGIC HRM 
Strategic human resource management is defined as "all those acti\'ities affecting 
the behaviour of individuals in their efforts to formulate and implement the strategic 
needs of the business." Since strategic HRM is concerned with the relationship between 
human resource management and strategic management in the firm it refers to the overall 
direction the organisation wishes to pursue in achieving its objectives through people. It 
is argued that, because human capital is a major source of competitive advantage and in 
the last analysis it is people who implement the strategic plans, top management must 
take these key considerations fully into account in developing corporate strategies. This 
makes strategic HRM become an integral part of those strategies. 
With the increasing recognition of the potential of human resources in providing 
competitive advantage, organisations have begun to consider employees as valuable 
'assets or 'investments'. This view has become more significant in today's knowledge 
economy that depends on the skill and knowledge of the workforce. Thus from a routine, 
administrative and reactive function, the HR function today has evolved to being 
proactive and strategic. 
The past decade has seen HR researchers and practitioners directing their 
attention to important questions. For instance, what is HR strategy? What factors 
determine whether an organisation adopts a strategic approach to HRM? Is there a 
relationship between the characteristics of the organisation and the adoption of a 
particular strategic human resource management approach? Does an organisation 
achieve competitive advantage by linking HR strategy with business strategy? 
The critical issues facing an organisation in the contemporary environment are 
mainly human issues, such as ensuring the availability of people, re-training, motivating 
and developing these resources. To stay ahead of its competitors, an organisation will 
have to continuously look for ways to gain an edge over others. Today, an organisation 
competes less on products or markets and more on people. The value of people as human 
assets is the sum of an individual's knowledge, experience, skills and competencies that 
are matched with the individual's job. The value of people is dynamic, not static. It 
grows with time as the individual gains experience and as organisations invest in the 
training and development of people. However, under certain conditions, the value of 
human assets can also depreciate when an individual is placed in a job that does not fit 
with the individual's skills and competencies and when an individual is performing below 
his or her potential owing to reduced motivation and satisfaction. 
It is however to be noted that human resources can 'walk' and are not owned by 
the organisation, unlike physical assets. Human assets may walk over to other 
organisations, taking with them their accumulated knowledge, skills and experience. 
Thus the manner in which human resources are managed determines their value as assets. 
Human assets, imlike physical and capital assets, caimot be duplicated and therefore 
become the competitive advantage of an organisation. This quality of 'non-duplication' 
of human assets has gained greater significance in the knowledge economy, where 
organisations rely more on conceptual and knowledge-based skills rather than manual 
skills. 
The information technology (IT) revolution has brought about a situation in which 
knowledge workers are replacing blue-collar workers. In such a scenario, an 
organisations needs to invest more in himian assets in order to gain a competitive 
advantage over other organisation. 
The strategic human resource framework approach formulated by Ulrich & Lake 
aims at leveraging and/or aligning HR practices to build critical organisational 
capabilities that enable an organisation to achieve its goals. This framework offers 
specific tools and paths to identify how a firm can leverage its human resource practices. 
Business strategy, organisational capabilities and human resource practices have been 
given as the three important elements in this framework. 
In the last decade or so, practicing managers have been thinking about what it 
means for hmnan resources to be a true business partner. The statement itself implies 
that is should not begin with HR logic, but with business logic. Therefore the key issue 
becomes: What is required for a business to be successful? To succeed, a business has to 
ensure that its two key constituents (external customers and shareholders) are happy. If 
HR cannot align with those externally driven requirements and bring internal 
stakeholders (management and employees) in line with the external stakeholders, then it 
is not a business partner. 
HR does not distinguish HR professionals in high-performing firms from those in 
low-performing firms. And the external knowledge, not internal knowledge of HR, is the 
key differentiator. Most HR professional have a low level of external business reality -
customers, competitions, stakeholders, industry structures, globalisation and all the things 
that make business what it is. There are two starting points for thinking on this line. 
First, HR should aspire to be a business partner. And second, to be a business partner, it 
needs to create a line of sight to the outside. 
Two factors that have inhibited HR's ability to function as a business partner are 
its logic and its language. For example, HR likes to say it has internal customers. When 
it takes that vocabulary and logic to the strategic table, it automatically condemns itself to 
a second tier status. At the strategic table, when HR says that it has internal customers, it 
is immediately removed from the basic logic and language of the business. The logic 
and language of the business is the external customers. This should also be the language 
of HR professionals in order to be a strategic partner in the true sense. 
Central to the concept of strategic human resource management is the idea of 
strategic fit. In order to ensure that HR strategies facilitate the achievement of business 
strategies, a strategic integration between the two is necessary. A key factor that 
influences the linkage between business strategy and HR strategy is the organisation's 
quest to attain competitive advantage. An organisation may pursue several different 
strategies to achieve its goals. 
RATIONALE FOR THE STUDY 
HR professionals have arrived at the strategy-creating table. This is good, but it is 
time for HR as a profession to move past this objective. HR professionals have a unique 
set of perspectives and knowledge to bring to the strategy-creation table, but even more 
important is what they could bring to the strategy-implementation table. Hence there is a 
need to set forth a framework for the work of strategy implementation in which HR 
professionals can— a^nd should be—its natural leaders. 
It is an accepted fact today that HR is pre-positioned to make exceptionally 
valuable contributions to the firm when it comes to strategy implementation as HR has an 
organisation-wide purview. Strategy implementation being inherently a human issue, HR 
4 
by its very title has deep responsibilities in this territory and skill set required for strategy 
implementation and the inclination to use it is more concentrated in HR than anywhere 
else in the organisation. For this to happen organisations should look at HR from a 
strategic viewpoint which would require simultaneous consideration of both external 
business strategy and internal consistency requirement leading to superior performance of 
the firm. Resources should be marshaled to support the business strategy and implement 
the chosen strategy, efficiently and effectively. There should be maximum utilisation of 
the potential of the human resources. There should be leveraging of other resources such 
as physical assets and capital to harmonise and supplement the human resource based 
advantage. Enviroimiental scanning should be emphasised, as the environment of the 
organisation comprises of both the external and the internal environment. 
This scanning must focus on task envirormient wherein it enables an organisation 
to identify the opportunities outside the environment and those, which are prevailing 
within the environment. In formulating the strategy organisations should seek to take 
advantage of the opportunities while minimising the threats. What might be a threat to 
one company may be an opportunity for another company. Hence initiating the strategy 
with an environmental scanning would support the strategy formulation, implementation, 
evaluation and control process. 
Today human resource management is a key focus area as companies put in place 
strategies to cope with the financial and economic crisis. In the past 10 years, HR has 
spent much time re-inventing itself in order to be better equipped to serve the business. 
Coming from a traditional administrative role, HR has worked hard to revitalise its 
services, aiming to better fulfill its strategic and tactical role. HR professionals who 
wish to become better at helping their organisations implement strategy should first ask 
themselves what gets in the way of execution in their organisation now. In part, strategy 
implementation is a process of overcoming barriers to change. 
On this subject, it is important to keep in mind that every strategy will face some 
degree of opposition even when everyone in the company agrees that change is 
completely necessary. In fact, the more a new strategy differs from the old one, the more 
resistance there will be. HR can contribute significantly by helping the organisation 
anticipate and address this resistance. 
PROBLEM STATEMENT 
Most executives would insist that management of their human resources is a chief 
priority for their organisation. However, many of the same executives maintain a narrow 
view of the HR function and of HR professionals themselves. Stereotypes still exist today 
and the perception is that HR function is overstaffed, reactive and staffed by rule 
followers who insist on operating only within the parameters of policies and procedures. 
Though the development of the topic human resource management is documented 
well in literature, the focus of the debates relating to human resource management is 
constantly changing, resulting in the evolution of both academic theory and 
organisational expectations. This highlights the need for a growing proactive nature of 
the HR function, its crucial importance to the success of an organisations and the 
possibility of change in the HR function. This would require a transition from being 
reactive and prescriptive to being proactive, descriptive and executive (Budhar, 2000). 
Competition, globalisation and continuous change in markets and technology, are 
the primary reasons for the transformation of human resource management. As far as the 
early seventies Evidence exists in literature that HR has indeed has started reacting to the 
call for change in becoming a strategic partner. However the transformation of the HR 
function faces many obstacles. Perhaps the most formidable among these obstacles is the 
capability of the majority of the HR professionals. 
In the IT industry where the research was conducted, the HR function has been 
restructured several times in the last few years with the view of becoming a strategic 
business partner. These changes have happened in isolation without input or feedback 
from HR professionals. No previous study has been conducted to make a comparison of 
emerging trends in strategic HRM in the different sub-sectors of the IT industry. In 
trying to understand the emerging trends in strategic HRM in the different sub-sectors of 
the IT industry there is a need to assess the general effectiveness of the HR function and 
to understand the attitude of the management towards the new role to be played by the 
HR function in its attempt in becoming a strategic business partner. 
The endeavour of this research is to fmd answers to the five research questions 
formulated for the purpose of this study. 
RESEARCH QUESTIONS 
Based on the research objectives of the study clubbed with brainstorming sessions 
with the researcher's supervisors and information discussions with practicing HR 
professionals, five research questions have been proposed. They are listed as follows: 
Question I: Whether level of agreement on the role of Strategic Human Resource 
Management in delivering competitive advantage is influenced by the 
demographics of HR Managers such as gender, age, educational qualification, 
total experience and experience in present position and the sub-sector of IT 
Industry to which they belong? 
Question 2: Whether level of agreement on linkage between Human Resource 
Management and Business Strategies is influenced by demographics such as 
gender, age, educational qualification, total experience and experience in present 
position ofHR managers and the sub-sector of FT Industry to which they belong? 
Question 3: Whether level of agreement on implementation of Strategic HRM 
which helps achieve competitive advantage is influenced by demographics such as 
gender, age, educational qualification, total experience and experience in present 
position ofHR managers and the sub-sector oflTIndustry to which they belong? 
Question 4: Whether level of agreement on how vertical fit and horizontal fit 
would help firms achieve competitive advantage is influenced by demographics 
such as gender, age, educational qualification, total experience and experience in 
present position ofHR managers and the sub-sector of IT Industry to which they 
belong? 
Question 5: What kind of competencies are required by HR Managers in the 
different sub-sectors of IT Industry in India in order to help firms achieve 
competitive advantage? 
RESEARCH REVIEW 
Within the last two decades, there have been a number of important contribution 
in the literature dealing with issues f>ertaining to the management of people. Significant 
attention has been directed towards human resource management (HRM), which many 
have seen as representing a distinct approach to managing people. Interestingly, 
although researchers have highlighted the holistic nature of HRM, much of the initial 
research into the concept focused on a limited range of issues and has been criticised as 
'micro analytic' However, in the last decade, researchers have sought to show the 
importance of HRM in influencing organisational performance and it is from this premise 
that the current interest in strategic human resoxu-ce management has developed. 
Recent years have been characterised by an increased interest in examining the 
added value of HR to a firm's success. The literature suggests that human resotirce 
management can be a source of sustained competitive advantage. For example, a proper 
configuration of human resources practices may not only help an organisation sustain its 
competitive advantage, but may also contribute significantly to a firm's performance. The 
challenge that HRM has to face relates to the outcomes. What is important, is not so 
much what HR does, but its "deliverables", or its contribution to the overall 
organisational outcomes. 
Though efforts have been directed in studying HR contribution to firm's 
performance, there is no consensus on what the term "performance" actually means. 
While some researchers concentrate on financial performance, others measure 
productivity and quality. The absence of a widely accepted measure of firm performance 
construct together with HRM practices construct makes it difficult to compare findings 
across studies. Most of the previous studies focus on one or two of them; subsequently, 
they do not adopt a more integrated view. It is thus essential to identify profiles or 
configurations of the essential HR policies and practices that are tied to organisational 
success measured in terms of financial and performance objective yardsticks. 
A data set based on the Indian Information Technology Sector which provides one 
of the biggest employment opportunities was chosen for the study. Thus, the goals of this 
study are two fold. First, to make a comparative study of emerging trends in Strategic 
HRM in the different sub-sectors of the Indian IT Industry and secondly to identify 
various HR competencies required to enable HR Managers be more effective in helping 
their organisations achieve sustainable competitive advantage in the market place. 
METHODOLOGY 
Based on the five research questions proposed in this study and the research 
strategy of a literature review, questionnaire survey was adopted in this research. Since 
the objective of the study was clear and not complex, the survey method helped in 
detailed understanding whether level of agreement on the role of strategic human 
resource management in delivering competitive advantage and whether level of 
agreement on linkage between human resource management and business strategies is 
influenced by demographics such as gender, age, educational qualification, total 
experience and experience in present position of HR managers and the sub-sector of IT 
Industry to which they belong. The third research question required an examination of 
whether Strategic HRM is being implemented in Indian IT firms and if so in what ways it 
helps firms in achieving a competitive advante^e. Thus, the questionnaire survey was 
again used to answer this research question. The greatest advantage of a questionnaire 
survey is its lower cost compared to other methods. The fourth research question 
required inputs on how companies can achieve competitive advantage by paying attention 
to horizontal and vertical fits, current practices of horizontal and vertical fits, problems 
and difficulties of having horizontal and vertical fits and effects of horizontal and vertical 
fits on HR functioning in the different sub-sectors of the Indian IT industry. Such inputs 
have helped in having an understanding of the dynamics of horizontal and vertical 
integration. This question was also addressed using the survey method. The fifth 
question "What kind of competencies are required by HR Managers in the different sub-
sectors of IT Industry in India in order to help firms achieve competitive advantage " was 
answered by identifying HR competencies required for effective formulation and 
implementation of strategic HRM. 
This study started with an extensive review of Strategic HRM literature like 
contributions made by Arthur, Becker et al, Chadwick & Capelli, Delaney & Hxiselid, 
Ichniowski et al, Koch & McGrath, MacDuffie, Patterson et al, Youndt et al, the two 
models of strategic HRM - the business-oriented model and the strategic fit model and 
the others conducting research in the field of strategic HRM. The concept of strategic 
HRM adopted in this study was defined as: broad organisational concerns relating to 
changes in structure and culture, organisational effectiveness and performance, matching 
resources to future requirements, development of distinctive capabilities and the 
management of change in order to formulate and implement strategic HRM. 
In this study, it has been seen that the emergence of strategic HRM in the different 
sub-sectors of the IT Industry depends on six factors which are Strategic Planning 
Process, Organisational Culture, Integration of HR strategy with overall corporate 
strategy, Vertical integration, Horizontal integration and Status enjoyed by the HR 
function 
To formulate and implement strategic HRM merely means that top management 
and HR managers should focus attention on these six factors through a set of practices / 
techniques. Thus strategic HRM formulation and implementation is the combination of 
the above mentioned 6 constructs. 
The questiormaire included demographic information needed to assess influence 
of gender, age, educational qualification, total experience, experience in present position 
and the sub-sector of IT Industry to which HR managers belong on the various 
dimensions of strategic HRM. In order to carry out the empirical investigation the 
researcher has established the conceptual framework on the basis of 6 constructs 
identified after extensive literature survey. A focus on these 6 factors would help the 
company to achieve competitive advantage together with increased performance. 
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increased customer and employee satisfaction and enhanced shareholder value. These are 
considered to be the primary dimensions in the sense that they are directly related to 
improvement in the way in which HR could add value to the organisation. 
SURVEY PROCEDURE AND RESULTS 
The hypotheses framed for this study are as follows: 
1. There is no significant difference between gender of HR Managers and their 
opinion on the dimensions influencing the emergence of strategic HRM in the 
different sub-sectors of IT Industry. 
2. There is no significant difference between age of HR Managers and their opinion 
on the dimensions influencing the emergence of strategic HRM in the different 
sub-sectors of IT Industry. 
3. There is no significant difference between educational qualifications of HR 
Managers and their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of IT Industry. 
4. There is no significant difference between total experience of HR Managers and 
their opinion on the dimensions influencing the emergence of strategic HRM in 
the different sub-sectors of IT Industry. 
5. There is no significant difference between experience in present position of HR 
Managers and their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of IT Industry. 
6. There is no significant difference between sub-sector to which HR Managers 
belong and their opinion on the dimensions influencing the emergence of strategic 
HRM. 
7. There is no association between gender of HR Managers and their overall opinion 
on dimensions influencing the emergence of strategic HRM in the different sub-
sectors of IT Industry; 
8. There is no association between age of HR Managers and their overall opinion on 
dimensions influencing the emergence of strategic HRM in the different sub-
sectors of IT Industry. 
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9. There is no association between educational qualification of HR Managers and 
their overall opinion on dimensions influencing the emergence of strategic HRM 
in the different sub-sectors of IT Industry. 
10. There is no association between total experience of HR Managers and their 
overall opinion on dimensions influencing the emergence of strategic HRM .in the 
different sub-sectors of IT Industry. 
11. There is no association between experience in present position of HR Managers 
and their overall opinion on dimensions influencing the emergence of strategic 
HRM in the different sub-sectors of IT Industry. 
12. There is no association between sub-sector to which HR Managers belong and 
their overall opinion on dimensions influencing the emergence of strategic HRM. 
13. There is no significant difference between mean ranks and overall opinion of HR 
Managers with respect to strategic planning process influencing the emergence of 
strategic HRM 
14. There is no significant difference between mean ranks and overall opinion of HR 
Managers with respect to organizational culture influencing the emergence of 
strategic HRM 
15. There is no significant difference between mean ranks and overall opinion of HR 
Managers with respect to integration of HR strategy with overall strategy 
influencing the emergence of strategic HRM 
16. There is no significant difference between mean ranks and overall opinion of HR 
Managers with respect to vertical integration influencing the emergence of 
strategic HRM 
17. There is no significant difference between mean ranks and overall opinion of HR 
Managers with respect to horizontal integration influencing the emergence of 
strategic HRM 
18. There is no significant difference between mean ranks and overall opinion of HR 
Managers with respect to status enjoyed by the HR fimction influencing the 
emergence of strategic HRM. 
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Data Collection and Analysis 
The researcher has a questionnaire to obtain information on: the extent of 
organisation's involvement in strategic HRM, use of Strategic HRM philosophy, to 
achieve sustainable competitive advantage together with reasons for formulating and 
implementing strategic HRM process and its importance; implementation barriers, critical 
success factors wdth respect to the emergence of strategic HRM and indication of 
organisational factors which would ensure effective formulation and implementation of 
strategic HRM. Many such researches have been conducted world over with varying 
degree of success and most of the previous research suggests that firms can gain 
siistainable competitive advantage through strategically managing their human resources, 
operationally exercised as strategic human resource management. However, it remains 
unclear about the conditions under which a firm employs strategic human resource 
management so as to achieve enhanced performance. 
As no validated research instrument has been developed none of instruments used 
for the conduct of research in strategic HRM could be taken to be validated and declared 
as a reliable instrument. The present study also uses a non-validated research instrument. 
The instrument was used to elicit data about the impact of the different 
constructs/variables affecting the emergence of Strategic HRM in the different sub-
sectors of the Indian IT industry. Analysis of data so collected helped in identifymg the 
extent of formulation and implementation of strategic HRM in any organisation. Data 
analysis was mostly quantitative as required by the objectives of the study. Altogether 
there were forty four questions included in the questionnaire, the types of response sought 
were mostly objective in nature. 
Before data were analysed, they underwent several pre-analysis including error 
check and data editing. The organisations to be included in the study were chosen from 
NASSCOM website. The Indian IT Industry was divided into three sub-sectors, namely, 
Software Development, Support and Services and ITES. Targeted respondents were 
high-ranking HR executives, holding titles such as. Vice President - HR, General 
Manager - HR, Deputy General Manager - HR, Senior HR Managers and Senior HR 
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Executives. The questionnaire was sent to 187 organisations in Chennai and was 
addressed to 255 individuals. Finally, 153 questionnaires were returned, with a response 
rate of approximately 60%. The information obtained from the questionnaire survey was 
used in identifying as to whether these IT organisations have a management system based 
on strategic HRM. 
RESEARCH EVALUATION 
The researcher encoimtered much difficulty in data collection. The researcher had 
to mobilise her contacts to get the questionnaires filled and completed. The task was 
made possible since the questiormaire was simple to fill and less time consuming and 
therefore time required by the respondents was very limited. The collection of 
secondary data too was not devoid of difficulties. Within the limits of these constraints, 
the researcher made every possible effort in collecting a large amount of information. 
FINDINGS OF THE STUDY 
Among these six constructs the highest mean was seen in case of integration of 
HR strategy with overall corporate strategy, followed by the status enjoyed by the HR 
function in their respective organisations and the construct - organisational culture 
prevailing in the organisation had the lowest mean value. 
The overall opinion of HR managers with respect to emerging trends in Strategic 
HRM showed that 46% of them have an average level of agreement whereas 28% have a 
high level of agreement and 26% have a low level of agreement. 
Based on gender of HR Managers it was seen that there is a significant difference 
in their opinion with respect to three dimensions namely, strategic planning process and 
integration of HR strategy with overall corporate strategy and horizontal integration. The 
overall opinion of HR Managers also showed a significant difference in the opinion 
between male and women HR Managers. However, gender of HR Managers did not act 
as a factor influencing their opinion with respect to the other three dimensions namely. 
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organisational culture, vertical integration and status enjoyed by the HR Managers in 
their respective organisations and vertical integration. . 
On the dimensions such as strategic planning process, integration of HR strategy 
with overall corporate strategy, horizontal integration and overall opinion on dimensions 
influencing emerging trends in strategic HRM it was seen that women HR Mane^ers 
have a higher level of agreement as compared to male HR Managers. However on the 
dimensions such as organisational culture and vertical integration male HR Managers 
showed a slightly higher level of agreement. 
Based on age of HR Managers it was seen that there is a significant difference in 
their opinion with respect to only two dimensions namely, strategic planning process and 
the status enjoyed by the HR function. HR Managers in the age group of 40 - 45 years 
believed strongly in the role played by strategic planning process with respect to 
emerging trends in strategic HRM. Those in the age group of 35 - 40 years believed 
strongly in the influence of the status enjoyed by HR function in influencing the 
emergence of strategic HRM. The overall opinion however showed that those in the age 
group of 40 - 45 years have a higher level of agreement than those in the above 45 years 
category. 
Based on educational qualification it was seen that there is a significant difference 
in the opinion of HR Managers only with respect to the dimension horizontal integration. 
On all other dimensions the study has shown no difference based on educational 
qualifications. HR Managers who are just graduates have a stronger conviction on the 
role played by horizontal integration in the emergence of strategic HRM as compared to 
the post graduates or doctorates. The overall opinion of HR Managers with respect to all 
the six dimensions also showed that graduate HR Managers have a higher level of 
agreement as compared to post graduates or doctorates. 
Based on total experience it was seen there is a significant difference in the 
opinion of HR Managers only with reSpect to the dimension integration of HR strategy 
with overall corporate strategy. On all other dimensions the study has shown no 
difference based on their total experience. HR Managers who have above 15 years of 
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experience have a stronger conviction on the role played by integration of HR strategy 
with overall corporate strategy in the emergence of strategic HRM as compared to those 
who have less than 5 years of experience. The overall opinion of HR Managers with 
respect to all the six dimensions also shows that HR Managers with more than 15 years of 
experience have a higher level of ^ eement as compared to those with lesser experience. 
Based on experience of HR Managers in present position it was seen there is a no 
significant difference in their opinion on all other dimensions influencing the emergence 
of strategic HRM in the IT industry. 
Based on sub-sector to which of HR Managers belong it was seen that there is a 
signiflcant difference in the opinion of HR Managers with respect to the dimensions 
strategic planning process, integration of HR strategy with overall corporate strategy, 
vertical integration and horizontal integration. On the other dimensions such as 
organisational culture and status enjoyed by the HR function the study has shown no 
differences based on the sub-sector to which they belong. HR Managers who are 
employed with software development firms have shown a higher level of conviction on 
the role played strategic plarming process, integration of HR strategy with overall 
corporate strategy, vertical integration and horizontal integration with respect to the 
emergence of strategic HRM in the different sub-sectors of IT Industry as compared to 
the other two sectors - Support and Services and ITES. The overall opinion of HR 
Managers with respect to all the dimensions also shows that HR Managers employed 
with software development firms have shown a highest level of agreement followed by 
Services and support sub-sector and then by ITES sub-sector. 
RECOMMENDATIONS 
Often HR managers are posed with the question of what is "your contribution" or 
"how are you able to add value to business?" In today's world of intangibles the HR 
manager is a lost soul, often found groping for answers to such questions. Continuous 
change and pressures on organisations are going to increase this trend. Partially this 
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paradox facing the profession is a result of thin line of responsibility for human resource 
in an organisation. 
The study led to find out what were the expectations of key stakeholders (top 
management, line managers and employees) from HR. On taking into account their views 
and he views of HR managers, what emerged was architectxire akin to the Balanced Score 
Card for HR. It was realised that HR should build its capabilities in four areas of: 
1. Aligning with business 
2. Improving HR Service delivery 
3. Establishing Resilient Systems and Processes and 
4. Become an employee Anchor 
To build these capabilities it was foimd that existing competencies should either be 
maintained or honed as they acquire new meaning when used to perform new activities. 
However, there would be a few other competencies that HR professional would need to 
build. With the competencies set, the researcher has tried to build a model depicting the 
competencies of the new age HR managers. Thus "aligning loosely to business by 
improving and providing value added services through setting resilient systems and 
processes for total employee engagement" can be a mission for the new age HR 
managers. 
Aligning to Business: 
There is a growing need for HR to be involved in the creation of the vision of the 
organisation. This means aligning HR planning to impact and support business strategies 
and identifying high priority activities that support these strategies. One of the 
prerequisites for HR is that it should understand the business of the organisation, its 
products, competitors and the industry. With growing awareness on Human capital 
accounting, HR is also called on for managing HR related costs, increased investment in 
HR infrastructure and people and justifying these expenses by measuring the return on 
investments (ROI). Another activity in this area is developing a productive and 
performance driven work culture and aligning employees to meet the business 
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requirements. The performance driven culture rests on clear rewards and accountability. 
Organisations are fighting a talent war at the market place that requires HR managers to 
identify mission critical skills and competencies. 
To perform these activities effectively, HR managers should build the 
competencies of strategic thinking and sensing environment. Planning and organising 
and analytical ability are ihe competencies that need to be honed further and cost 
consciousness and effective communication are the ones that should continue to be 
maintained. 
Improving HR Service Delivery 
Business expectations from HR are on the rise in terms of efficient service 
delivery and faster response time. HR has to manage resources like employees, vendors 
and facilities to ensure prompt delivery. This would involve developing and managing 
strong support systems that can effectively and efficiently manage the diverse work force 
and meet the varied expectations of all its stakeholders. 
To meet these expectations, HR needs to innovate and provide value added 
services. It should also improve its response time and respond fast, even if the resf>onse 
is conveying negative options. Flexibility in services is essential in order to match 
business expectations. HR needs to set benchmarks for its performance and delivery to 
ensure continuous growth an improvement. To perform these activities, HR managers 
need to build creativity and innovation. Customer orientation is one that needs to be 
honed and the competencies of interpersonal skills and relationship building should be 
maintained. 
Establish Resilient Systems and Processes 
Setting excellent systems and processes in all areas ranging from recruitment, 
retention to retirement is the human resource functions forte in many organisations. As 
companies battle for talent and place growing premium on human capital it is essential 
not only to build and implement clear cut recruitment and selection strategies, but to 
select the right talent to meet business needs. Similarly, every process should be built on 
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a strong foundation. What is on the rise if the measurability of HR while HR managers 
are working on concepts such as HR audit, HR Score Card and Human Capital 
Accounting. 
Once the systems and processes have been set, they should be supported through 
technology. This is one way that HR can move away from its administrative burden to 
concentrate more on higher order activities. Today outsourcing maintenance functions of 
HR is an ideal solution in most companies so that the HR can devote its time to create 
value for all its stakeholders. Technology should be used to enhance the delivery of HR 
processes. Ultimately effective HR delivery comes down to meshing new technology 
with HR systems and processes. 
Companies that use both effectively are likely to gain a competitive advantage. 
HR managers need to build technology orientation in the future. Learning and change 
orientation is a competency that needs to be honed and problem solving are competencies 
that should be maintained. 
Becoming an Employee Anchor 
HR should focus on increasing employee competencies and commitment. HR 
should represent employee concerns on work life and beyond to appropriate agencies and 
get the support required. Every employee in an organisations is concerned (throughout 
the duration of his/her stay) about career and development prospects Supporting 
employee growth programmes like mentoring or performance counseling is an essential 
aspect of the HR function. Training line managers on leadership, mentoring, 
development and coxmseling is an important activity. Training should address 
performance and potential. More than training the question now is learning in a fast 
changing world. Knowledge management is where HR aspires to move, where it would 
facilitates knowledge acquisition, storage (repository), retrieval and its ultimate 
utilisation, developing a knowledge from where employees can share and learn from 
each other building corporate value through managing change and the organisational 
culture effectively is an important activity of the HR function. By being an employee 
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anchor, HR managers should aim at getting the emotions and intellectual commitment 
from the employees 
To be an employee anchor, HR managers would need to build advocacy, they 
need to hone up the competencies of commitment and team building, influencing ability 
and personal credibility and it should maintain the competencies of development 
orientation and coaching and empathy. The pressure is mounting and all eyes are on HR 
to see what happens next. Will the function become a purely strategic business partner as 
transactional work is outsourced? 
HR cannot reach its peak till it gets its required inflow of high quality talent and it 
will not get its share of that talent unless it creates new benchmarks of its own 
performance. Mediocrity is reasonably prevalent and equally tolerated in the HR 
profession today. It is not just a question of the quality of talent in the profession, but also 
a factor of the lack of proper performance focus. While the quality and performance of its 
human resources are key contributors to an organisation's success, there are few 
measures that are being 'quantitatively' linked to HR. 
RESEARCH LIMITATIONS 
It is necessary to evaluate this study in the context of its limitations. First, 
data came only from firms operating in Chennai city. All studies have limitations and 
this research is no exception. The study has assumed that all HR Managers contacted are 
well acquainted with the concept of strategic HRM and were able to answer for the firm 
as a whole and answered truthfully. Although the respondent targeted were highly placed 
HR Managers with knowledge of strategic HRM and other strategic initiatives 
imdertaken by their organisations, it is possible that their responses do not represent the 
actual company practices and could be affected by personal bias and prejudice. 
Second, the reliability of the survey instrument could be improved to assure 
better information in future. There is no perfect survey instrument, but additional 
questions defining the constructs would possible improve the reliability of the survey 
docimients. In addition, this research could be improved by obtaining a higher level of 
response rate. Great importance was placed making this survey as short as possible since 
the population selected in inundated with requests for information and are having a busy 
work schedule. Without significant additional expenditure of time and money, it was 
believed that the only way to obtain reasonable response rate was to keep the survey 
instrument and survey timing to the minimum. 
Lastly this research is limited to the three sub-sectors of the IT Industry, while all 
types of organisations can benefit from strategic HRM initiatives. Research into the 
association of strategic HRM with improved financial and organisational performance in 
all industries would be highly beneficial. It is felt that had these limitations not been 
there, further efforts could have been made for improving the research study. However, 
these constraints are common to any research study. 
FUTURE RESEARCH PERSPECTIVES 
In the conduct of any exploratory research such as this, recommendations for 
future research address the issues generated by the present study. Based on the findings 
of this study, future research may start from a relatively higher level of knowledge. First 
the present study could be replicated which would help in re-examining the validity of the 
findings. Second, subsequent research needs to be engaged in the development of more 
valid and reliable definitions of the proposed constructs, overcoming most of the 
limitations posed by the data sources used for this study. Perspectives of other 
stakeholders on the value addition provided by HR Managers could be included to get a 
complete picture. 
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In today's turbulent environment, the key to competitiveness lies in the ability to 
lead change and depends on how organisations build change leadership that enables 
them to capitalise and master change. This is where strategic thinking for management 
lies in general and for HR in particular. Many studies as early as 1989 stressed that 
human resource policies should be integrated with strategic business planning and used 
to reinforce appropriate or change an inappropriate organisational culture. 
With the increasing recognition of the potential of human resources in providing 
competitive advantage, organisations have begun to consider employees as valuable 
'assets or 'investments'. This view has become more significant in today's knowledge 
economy that depends on the skill and knowledge of the workforce. Thus from a routine, 
administrative and reactive function, the HR function today has evolved to being 
proactive and strategic. 
Many authors have maintained that strategic human resource management is directly 
linked to organizational performance. However, despite the increasing popularity ofSHRM; 
there have been very few systematic evaluations of the claims that it is linked to performance 
and doubts remain as to its theoretical foundations. It should also be noted that HR does not 
distinguish HR professionals in high-performing firms from those in low-performing 
firms. And the external knowledge, not internal knowledge of HR, is the key 
differentiator. Most HR professional have a low level of external business reality -
customers, competitions, stakeholders, industry structures, globalisation and all the 
things that make business what it is. There are two starting points for thinking on this 
line. First, HR should aspire to be a business partner. And second, to be a business 
partner, it needs to create a line of sight to the outside. 
Two factors that have inhibited HR's ability to function as a business partner are 
its logic and its language. For example, HR likes to say it has internal customers. When 
it takes that vocabulary and logic to the strategic table, it automatically condemns itself 
to a second tier status. At the strategic table, when HR says that it has internal 
customers, it is immediately removed from the basic logic and language of the business. 
The logic and language of the business is the external customers. This should also be the 
language of HR professionals in order to be a strategic partner in the true sense. 
The information technology (IT) revolution has brought about a situation in 
which knowledge workers are replacing blue-collar workers. In such a scenario, an 
organisations needs to invest more in human assets in order to gain a competitive 
advantage over other organisation. The purpose of this research is to make a comparative 
study of emerging trends in strategic HRM in the different sub-sectors of the Indian IT 
Industry with the help of a questionnaire. 
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"Take my 20 best people and virtually overnight, Microsoft 
becomes a mediocre company." 
Bill Gates 
Chairman, Microsoft Corp. 
1.1 Introduction to the Topic 
The market in India is growing phenomenally and in the new economy, what one 
should concentrate is not on how to increase market share, but on how to create new 
markets. This warrants innovation and willingness to discover new strategies to grow to 
attain super power status. The rules of the game are changing and constantly evolving. 
In today's turbulent envirormient, the key to competitiveness is about the ability to lead 
change and how organisations build change leadership that enables them to capitalise and 
master change. This is where strategic thinking for management lies in general and for 
HR in particular. 
The idea of Human Resource Management in the distinctive sense of the term was 
and is, based aroimd the notion that people management can be a key source of 
competitive advantage. This contention or belief is in turn, based on four main precepts. 
First, that people can make the difference because in the final analysis it is human 
capability and commitment which distinguish successful organisations from the rest, 
accordingly they need to be treated as assets and not costs. Secondly, that, in 
consequence, managing the human resource is a matter of no little consequence - indeed 
it is a matter of truly strategic importance. Thirdly, that managing human resources is 
therefore too important to be left entirely to personnel specialists - it has to be an activity 
which is owned by all managers. Fourthly, key levers must be internally integrated with 
each other and externally integrated with the business strategy. 
In this full-blown sense the term human resource management can be regarded as 
synonymous with strategic human resource management. Thus today human resource 
management is seen as a strategic initiative to create the best possible work environment 
for every employee in the company. 
Karen Legge as early as 1989 stressed that human resource policies should be 
integrated with strategic business planning and used to reinforce appropriate (or change 
an inappropriate) organisational culture. He added that human resources are a valuable 
source of competitive advantage which may be tabbed most effectively by mutually 
consistent policies that promote commitment and which as a consequence foster a 
willingness in employees to act flexibly in the interest of the organisation in its pvirsuit 
for excellence. However it is necessary that the major elements of human resource 
strategy and functions be related to organisational culture. When this is done, human 
resource planning would help define the balance of demand and supply of human 
resource in the organisation; training and development would play an important role in 
instilling the culture, while goal-setting and appraisals would make the culture 
performance-oriented and enable it to operate with predictability; reward management 
would reinforce the culture and succession planning would help in maintaining the 
culture. It should be remembered that earlier, productivity was the focus but now 
retention of human resource is considered to be equally important. 
In the context of the above it is now imperative for human resource management 
to be a strategic partner. Hence human resource managers must understand how their 
'products' support the organisational business strategy and must be able to make that link 
imderstandable to the managers and employees they support. Otherwise, human resource 
products are exercises in paper-pushing and form-filling, not contributing value to the 
organisational bottom line. And for this to happen, human resource managers must be 
astute business people too. 
1.2 Strategic Human Resource Management 
From the above propositions we are able to define strategic human resource 
management. It is realised that the role of strategic human resource management is to 
ensure that human resource management is fully integrated into strategic planning, the 
human resource policies cohere both across policy areas and across hierarchies and that 
human resource policies are accepted and used by the line managers as part of their every 
day work. 
Strategic human resource management is defined as "all those activities affecting 
the behaviour of individuals in their efforts to formulate and implement the strategic 
needs of the business" (Schuler, 1992). 
Strategic HRM is thus an approach to making decisions on the intentions and 
plans of the organisation concerning the employment relationship and its recruitment, 
training, development, performance management, reward and employee relations policies 
and practices. Thus it becomes an essential component of the organisation's corporate or 
business strategy. 
Since strategic HRM is concerned with the relationship between human resource 
management and strategic management in the firm it refers to the overall direction the 
organisation wishes to pursue in achieving its objectives through people. It is argued 
that, because human capital is a major source of competitive advantage and in the last 
analysis it is people who implement the strategic plan, top management must take these 
key considerations fully into account in developing corporate strategies. This makes 
strategic HRM become an integral part of those strategies. 
Coming to analyse the concerns of strategic HRM we find that it relates to broad 
organisational concerns pertaining to changes in structure and culture, organisational 
effectiveness and performance, matching resources to future requirements, the 
development of distinctive capabilities and the management of change are also addressed 
by strategic HRM. It is concerned with both human capital requirements and the 
development of process capabilities, i.e., the ability to get things done effectively. 
Overall, it should consider any major people issues that affect or are affected by the 
strategic plan of the organisations. As Boxall (1996) remarks: 'The critical concerns of 
HRM such as choice of executive leadership and formation of positive patterns of labour 
relations, are strategic in any firm'. 
With the increasing recognition of the potential of human resources in providing 
competitive advantage, organisations have begun to consider employees as valuable 
'assets or 'investments'. This view has become more significant in today's knowledge 
economy that depends on the skill and knowledge of the workforce. From a routine, 
administrative and reactive function, the HR function today has evolved to being 
proactive and strategic. 
The past decade has seen HR researchers and practitioners directing their 
attention to important questions. For instance, what is HR strategy? What factors 
determine whether an organisation adopts a strategic approach to HRM? Is there a 
relationship between the characteristics of the organisation and the adoption of a 
particular strategic human resource management approach? Does an organisation 
achieve competitive advantage by linking HR strategy with business strategy? 
1.2.1 Human Resource Strategy 
Human Resources refer to the people who work in an organisation. The term 
seeks to communicate the belief that the employees of an organisation are not jus people, 
but valuable resources that help an orgarusation to achieve its objectives. People are 
central to organisations. The financial capital, technology or process of the organisation, 
by themselves cannot accomplish the organisational goals. These resources depend on 
human resources for their effective and efficient utilisation. At the same time, human 
resources also need to be managed. Figure 1.1 depicts the centrality of human resources 
for the achievement of organisational goals. 
Financial capital 
Processes 4 utabation * Organisational goals 
'lechnology y'' 
Figure 1.1 Centrality of HR for Organisational Goal Achievement 
Human resource management (HRM) is concerned with holistic approach towards 
the management of people working in an organisation, who contribute to the achievement 
of organisational objectives. Human resource management ensures the most effective 
and efficient use of human talent for accomplishing the goals of an organisation. In order 
to successfully utilise and manage the human resource of an organisation to achieve 
organisational objective, each organisation needs to develop a well-defined HR strategy. 
Chandler (1962) defined 'strategy' as the 'determination of the long-term goals 
and objectives of an organisation and the allocation of resources necessary for carrying 
out these goals'. Like strategy, HR strategy is concerned with two key elements 
(Richardson & Thompson, 1999): 
1. Determining the strategic objectives (what goals is the strategy supposed to 
achieve? For example, the goals may be high productivity, reduced accidents 
etc.). 
2. Developing a plan of action (How will the human resources be organised and 
allocated to accomplish the objectives of the organisation?). 
Human resource strategy, therefore, involves the planned and effective use of 
human resources by an organisation to help it gain or maintain an edge over its 
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competitors. This definition indicates the central role that the people of the organisation 
play in the organisational pursuit of a competitive advantage. An organisation is said to 
achieve competitive advantage when it is able to gain and maintain an edge over its 
competitors by differentiating its products or services from those of its competitors, 
thereby increasing its market share. The centrality of people is most evident in 
knowledge-based organisation such as the IT Industry where the difference between 
success and failure depends on the skills and knowledge of its workforce rather than on 
the level of technology. 
1.2.2 Strategic HRM: Definitions and Components 
Given the increasingly significant role of human resources in an organisation, 
HRM has become strategic in nature. Strategic human resource management is 
concerned with the relationship between HRM and strategic management in an 
organisation. Strategic human resource management is an approach which relates to 
decisions about the nature of employment relationships, recruitment, training, 
development, performance management, reward and employee relations. Wright & 
McMahan (1992) defined strategic human resource management as 'the pattern of 
pi armed human resource deployment and activities indeed to enable the firm to achieve 
its goals'. This definition implies the following four components of strategic human 
resource management: 
(a) It focuses on an organisation's human resources (people) as the primary source 
of competitive advantage for the organisation, 
(b) The activities highlight the HR programmes, policies and practices as the 
means through which the people of the organisation can be deployed to gain competitive 
advantage, 
(c) The patterns and plans imply that there is fit between HR strategy and the 
organisation's business strategy (vertical fit) and between all of the HR activities 
(horizontal fit) and 
(d) The people, practices and planned pattern are all purposefial, that is, directed 
towards the achievement of the goals of the organisation. 
On the whole, strategic human resource management is concerned with people 
issues and practices that affect or are affected by the strategic plan of the organisation. 
The critical issues facing an organisation in the contemporary environment are mainly 
human issues, such as ensuring the availability of people, re-training, motivating and 
developing these resources. To stay ahead of its competitors, an organisation will have to 
continuously look for ways to gain an edge over others. Today, an organisation competes 
less on products or markets and more on people. 
An organisation uses a combination of several resources - tangible and intangible 
- in the pursuit of its objectives. These resources can be grouped into three basic types: 
(a) physical capital resources - the plant, equipment and finances (b) organisational 
capital resources - the organisation's structure planning, HR system, history and 
organisational culture (c) human capital resources - the skills, knowledge, judgment and 
intelligences of the employees. 
An organisation may have huge capital and the most advantageous machinery, but 
if it does not have capable, motivated and high performing employees the organisation is 
not likely to demonstrate sustained levels of high performance. Since all physical and 
capital resources depend on people for their efficient use, maintenance and management, 
the quality of the people of an organisation is important in attaining competitive 
advantage. 
In the present 2l" century, there is an increasing recognition among management 
thinkers and practitioners of the potential of human capital resources in providing 
competitive advantage. Two organisations using the same technology may show 
different levels of performance. What leads to this difference? The quality of human 
resources and their contribution to the organisation determine the performance and 
therefore the success of the organisation. 
Of all the resources available in an organisation, human resources are considered 
the most important for attaining the objectives of the organisation. Hence, employees arc 
now variously referred to as human capital, human assets or human resources. 
1.3 Human Capital 
The term capital refers to wealth, money or property. Capital is used to generate 
more wealth for an organisation. When employees are referred to as human capital it is 
implied that they are the resources that generate more 'wealth'. Human capital refers to 
the collective skills and knowledge of the total workforce of an organisation that hold 
economic value for the organisation. It enhances the productivity and profitability of the 
organisation. In order to ensure that human capital generates more wealth as well as 
leads to value creation, it is important that human capital is utilised and managed 
efficiently and effectively. When the value of people is enhanced, it enhances the value 
of the organisation. For example, when an organisation provides opportunities for 
development and an environment conducive to performance, it will result in higher levels 
of retention. 
Today, it is possible for any organisation to buy machinery and equipment 
comparable to that available in leading global organisations. Therefore, machinery or 
finance and access to these resources, are no longer the factors that differentiate between 
organisational success and failure. An organisation that holds on to and builds on the 
skills, competencies and knowledge of its workforce can bounce back into business rather 
quickly, even if it loses all of its equipment. However, an organisation that loses its 
workforce but holds on to its tangible assets has little hope of recovering. 
The emphasis on human resources has become all the more important as there is a 
marked movement towards a knowledge-based economy in organisations. The 
knowledge economy refers to those jobs, organisations and industries in which the skills, 
knowledge and capabilities of people rather than the capabilities of machines, technology 
etc. determine the competitive advantage (Lengnick-Hall & Lengnick-Hall, 2003). 
Along with physical and capital resources, the human capital constitutes the decisive 
capability of an organisation since it prepares the organisation to adapt in future. The use 
of new and improved technology and lowering of overhead costs are the obvious methods 
of attaining competitive advantage that can be used by an organisation. 
The quality of human capital of an organisation and its efficient management can 
also contribute to higher levels of productivity and lower costs. In fact, human capital 
helps the organisation attain sustained competitive advantage in a manner that is neither 
too obvious, nor accessible, to all organisations. This truism has come to be recognised 
by many organisations over the last two decades. Hiunan resources are viewed as the 
most important asset of an organisation - an asset that creates value for the organisation. 
The value of people as human assets is the sum of an individual's knowledge, 
experience, skills and competencies that are matched with the individual's job. The value 
of people is dynamic, not static. It grows with time as the individual gains experience 
and as organisations invest in the training and development of people. However, under 
certain conditions, the value of human assets can also depreciate when an individual is 
placed in a job that does not fit with the individual's skills and competencies and when an 
individual is performing below his or her potential owing to reduced motivation and 
satisfaction. 
It is however to be noted that human resources can 'walk' and are not owned by 
the organisation, unlike physical assets. Human assets may walk over to other 
organisations, taking with them their accumulated knowledge, skills and experience. 
Thus the manner in which human resources are managed determines their value as assets. 
Human assets, unlike physical and capital assets, cannot be duplicated and therefore 
become the competitive advantage of an organisation. This quality of 'non-duplication' 
of human assets has gained greater significance in the knowledge economy, where 
organisations rely more on conceptual and knowledge-based skills rather than manual 
skills. 
The information technology (IT) revolution has brought about a situation in which 
knowledge workers are replacing blue-collar workers. In such a scenario, an 
organisations needs to invest more in human assets in order to gain a competitive 
advantage over other organisation. Figure 1.2 provides an overview of the main featxores 
of human resource assets. 
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Figure 1.2 : Main Features of Human Resource Assets 
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1.4 Aims of Strategic HRM 
The fundamental aim of strategic HRM is to generate strategic capability by 
ensuring that the organisation has the skilled, committed and well-motivated employees it 
needs to achieve sustained competitive advantage. Its objective is to provide a sense of 
direction in an often turbulent enviroiunent so that the business needs of the organisation 
and the individual and collective needs of the employees can be met by the development 
and implementation of coherent and practical HR policies and programmes. As Dyer & 
Holder (1988) remark, strategic HRM should provide "imifying frameworks which are at 
once broad, contingency based and integrative.". 
The rationale for strategic HRM rests on the perceived advantage of having an 
agreed and understood basis for developing approaches to managing people in the longer 
run. It has also been suggested by Lengnick-Hall & Lengnick-Hall (1990) that 
underlying this rationale in a business is the concept of achieving competitive advantage 
through HRM. Competitive advantage is the essence of competitive strategy. It 
encompasses those capabilities, resources, relationships and decisions that permit an 
organisation to capitalise on opportunities in the marketplace and to avoid threats to its 
desired position. 
Increasingly it is being acknowledged that the management of people is one of the 
key links to generating a competitive edge. This rationale accepts the fact that the 
degree to which the concept of strategic HRM can be applied within organisations and its 
form and content, will vary widely. It is recognised that organisations can be so 
preoccupied with survival and managing that they may not have an articulated corporate 
or business strategy. In these circumstances, which are typical of many organisations 
where 'short-termism' has prevailed, strategic HRM will not happen. A strategic 
approach to HR issues will only take place in an environment in which there is a strategic 
approach to corporate or business issues. In many organisations, the HR function will be 
carrying out primarily only an administrative and service role and will not be at all 
concerned with strategic matters. 
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It has been said that the success of an organisation depends on the people therein. 
This means how they are acquired, developed, motivated and retained in the organisation 
plays an important role in the organisational success. Then, this presupposes an integral 
approach towards human resource functions and overall business functions of an 
organisation. Thus strategic human resource management means taking a strategic look 
at human resource functions in line with the business functions of the organisation. 
Strategic human resource management, therefore, is concerned with analysing the 
opportunities and threats existing in the external enviroiunent and formulating strategies 
that will match the organisation's (internal strengths and weaknesses with environmental 
(external) threats and opportunities. In other words, it should carry out a SWOT analysis 
of organisation, implement the strategies so formulated and evaluate and control activities 
to ensure that organisational objectives are duly achieved. 
The strategic human resource framework approach formulated by Ulrich & Lake 
(1997) aims at leveraging and/or aligning HR practices to build critical organisational 
capabilities that enable an organisation to achieve its goals. This framework offers 
specific tools and paths to identify how a firm can leverage its human resource practices. 
Business strategy, organisational capabilities and human resource practices have been 
given as the three important elements in this framework. 
Dale Ulrich (1997) presented a framework for human resource managers in terms 
of four key roles: management of strategic human resource, management of firm 
infrastructure, management of employee contribution and management of transformation 
and change. It has thus come to be accepted that the activities of managing strategic 
human resources would include aligning human resources and business strategy, 
organisational diagnosis, re-engineering organisational processes, shared services, 
listening and responding to employees, providing resources to employees, managing 
transformation and change and ensuring capability for change. 
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Yeung & Berman (1997) have offered the integrative framework which has been 
built on earlier approaches. Their framework has identified three paths through which 
human resource practices could contribute to business performance. They are by 
buildmg organisational capabilities, by improving employee satisfaction and by 
increasing customer and shareholder satisfaction. 
1.5 Evolution of Strategic HRM 
The HR function has evolved over time. The history of the function pre-dates to 
Taylor's theory of scientific management and Fayol's administrative theory. However, it 
was only during the 1930s and 1940s that the function grew significantly, largely due to 
the war-time imperatives. At this time, the HR functions matured and focused largely on 
labour relations and staffing. Figure 1.3 presents the evolution of the HR function. 
Personnel Management 






Part of organic 
organisation 





• Convergene between 
HRM and business 
strategy 
• Proactive HRM 




Figure 1.3 Evolution of the HR Function 
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1.6 Role of HRM in Strategic Management 
A strategic business plan is formulated to achieve competitive advantage. From 
this, specific strategy for each functional area, viz., marketing, finance, 
production/operations and human resources need to be drawn in alignment with the 
overall strategic business plan. In other words, the formulation of organisational strategy 
is integrative with the formulation of fiinctional strategies. Here, human resource 
strategy assumes more importance because it provides human resources for other 
functional areas too. 
Lengnick Hall in this respect argues that reciprocal interdependence between an 
organisation's business strategy and human resource strategy underlines the proposed 
approaches to the strategic management of human resources. This suggests that 
organisations must recognise that human resources integrally affect the overall strategy of 
an organisation. With this in mind, it is now appropriate to discuss the integrative role 
played by human resources in strategic management of an organisation. 
1.6.1 Integrative Role of HRM in Strategic Management 
In the last decade or so, practicing managers have been thinking about what it 
means for human resources to be a true business partner. The statement itself implies 
that is should not begin with HR logic, but with business logic. Therefore the key issue 
becomes: What is required for a business to be successful? To succeed, a business has to 
ensure that its two key constituents (external customers and shareholders) are happy. If 
HR cannot align with those externally driven requirements and bring internal 
stakeholders (management and employees) in line with the external stakeholders, then it 
is not a business partner. 
HR does not distinguish HR professionals in high-performing firms from those in 
low-performing firms. And the external knowledge, not internal knowledge of HR, is the 
key differentiator. Most HR professional have a low level of external business reality -
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customers, competitions, stakeholders, industry structures, globalisation and all the things 
that make business what it is. There are two starting points for thinking on this line. 
First, HR should aspire to be a business partner. And second, to be a business partner, it 
needs to create a line of sight to the outside. 
Two factors that have inhibited HR's ability to function as a business partner are 
its logic and its language. For example, HR likes to say it has internal customers. When 
it takes that vocabulary and logic to the strategic table, it automatically condemns itself to 
a second tier status. At the strategic table, when the business partners say: "how do we 
make the customers happy" they are actually asking "how do we take money out the 
customers' wallet into our wallet and make them happier with us than with our 
competitors?" When HR walks into the room and says that it has internal customers, it is 
immediately removed from the basic logic and language of the business. The logic and 
language of the business is the external customers. This is also the language of HR 
professionals in high performing firms. 
The demand for strategic HR far exceeds the supply. Ten years ago, given the 
state of strategic HR at the t'me, supply exceeded the demand. Today, the demand so far 
exceeds the supply that it threatens to be a fundamental source of competitive 
disadvantage for any company. The changes in the world of business require companies 
to pay more attention to the human side of the business. Many other sources of 
competitive advantage have gone by the wayside. The shelf life of technological know-
how has dropped through the floor. The critical issue now is not what one knows, but 
what one is able to create. Institutionalised creativity is a central cultural issue and is, 
therefore, a HR issue. Also how well a company can execute self-standing platforms of 
technology, products and services is being replaced by the leveraging of common 
technologies, products and services across business units. This business trend may also 
be called the culture of co-operation, synergy and convergence. These have become the 
central agenda of HR. The human resource department should be made responsible for 
recruiting, promoting and developing high-quality leaders who will take the company to 
greater levels of success. 
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Thus the world is telling HR: 'we need to have you add greater value'. But to do 
that HR professionals need to start from the business standpoint and not the HR 
standpoint. There are different categories of HR capabilities and competencies which are 
expected from HR professionals to make meaningful and business related contributions. 
The first of these expectations is strategic contribution. This means HR should first, 
design and create the cultural infi^tructure that creates sustained competitive advantage, 
second, manage rapid change, third add value through contributions to the strategy and 
discussions in the company and finally, create an organisation that is focused on 
responding and being unified around external market needs. 
Many who argue that culture management is the most statistically significant of 
all HR practices believe that successful HR professionals should align their HR practices 
to create the culture that drives business success. An interesting conclusion could be 
deduced from the above. Delivery of the HR basic practices helps in differentiating 
between high performers and low performers. Thus HR practices with a clear culture 
based business agenda create great results. 
The strategic partner role is more than just managing change. It also includes 
knowledge sharing, collaboration and strategy implementation. The strategic partner role 
also focuses on developing key capabilities that the company needs for success. Today 
more than ever before we see that the employee-advocate role must help employees feel 
cared for. People need to have meaning and relationship in their personal and 
professional lives. The employee-advocate works not just to get people to work harder, 
but to have meaning relationships and hope in their professional lives. As far as the 
human capital role is concerned it should focus on helping employees prepare for the 
future. As human capital becomes more central to productivity and improvement, HR 
professionals functioning in this role become more critical. 
In the light of the importance assigned to the new roles to be taken by HR 
Managers, this study has been taken up to make a comparative study of emerging trends 
in strategic HRM in the different sub-sectors of the Indian IT Industry. 
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1.6.2 Differences between Traditional HRM & Strategic HRM 
Strategic human resource management and traditional HR function differ fi-om 
each other in several ways. The major points of differences between the two are 
highlighted in Table 1.1. 
Table 1.1 Traditional HRM versus Strategic HRM 
Responsibility for the 
HR programmes 
Focus of activities 
Role of HR 







Staff personnel in the HR 
department 
Employee relations - ensuring 
employee motivation and 
productivity, compliance with 
laws 
Reactive and transactional 
Slow, piecemeal and fi-agmented 
not integrated with larger issues 
Short-term 
Bureaucratic control through 
rules, procedures and policies 
Focus on scientific management 
principles - division of labour, 
independence and specialisation 




Line managers; all managers 
responsible for people are HR 
managers 
Partnership with internal 
(employees) and external 
(customers, stakeholders, public 
interest groups) groups 
Proactive and transformational, 
change leader 
Fast, flexible and systematic, 
change initiatives implemented 
in concert with other HR systems 
Considers various time frames as 
necessary (short, medium or long-
term) 
Organic control through 
flexibility, as few restrictions in 
employee behaviour as possible 
Broad job design, flexibility, 
teams and groups and cross-
training 
People and their knowledge, skill; 
and abilities 
Investment centre 
Adapted from: Mello, 2003 
1.6.3 Differences between Strategic HRM & HR Strategies 
The terms strategic human resource management and human resource strategy 
and often used interchangeably. However some distinction can be made between the 
two. In a general sense, the difference between strategic human resource management 
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and HR strategy is similarly to that between strategic management and corporate business 
strategies. Both strategic human resource management and strategic management 
describe an approach adopted by the management and focus on long-term issues and 
provide direction to the organisation. Human resource strategies and business strategies 
are outcomes of this approach which focus on the organisational view concerning key 
issues and specific functions or activities. 
Strategic himian resource management deals with macro concerns such as quality, 
commitment, performance, culture and management development. It defines the areas in 
which specific HR strategies need to be developed. Human resource strategies, on the 
other hand are concerned with ensuring the availability of an efficient workforce, 
training, rewards, good employee relations etc. Human resource strategies are more 
specific and facilitate the successfiil achievement of the corporate objectives and goals. 
The major differences between strategic human resource management and HR strategies 
are presented in Table 1.2. 
Table 1.2 Differences between Strategic HRM & HR Strategies 
Strategic HRM 
• A general approach to strategic 
management of himian resources 
• Aligned with the organisational 
intention about its future direction 
• Focus on long-term people issues 
• Define the areas in which specific 
HR strategies need to be developed 
• Focus on macro concerns such as 
structure, culture etc. 
• Strategic HRM decisions are built 
into the strategic business plan 
HR Strategies 
• Outcome (manifestation) of the 
general strategic human resource 
management approach 
• Focus on specific organisational 
intentions about what needs to be 
done 
• Focus on specific issues that 
facilitate the achievement of 
corporate strategy 
• Human resource strategy decisions 
are derived from strategic human 
resource management 
Adapted from: Armstrong 2000 
Whenever an organisation embarks upon a change or transformational 
programmes as part of its business strategy, appropriate change strategies need to be 
developed. Human resource strategies, supportive of business initiatives, should be 
developed to manage the organisational transition from the present state to the future 
state. 
1.7 Link between HR Strategy and Business Strategy 
Central to the concept of strategic human resource management is the idea of 
strategic fit. In order to ensure that HR strategies facilitate the achievement of business 
strategies, a strategic integration between the two is necessary. A key factor that 
influences the linkage between business strategy and HR strategy is the organisation's 
quest to attain competitive advantage. An organisation may pursue several different 
strategies to achieve its goals. 
Three types of business strategies that may be adopted by an organisation are 
cost-leadership, differentiation and focus. This classification of business strategies was 
advanced by Porter (1985) and has been extensively used in strategic human resource 
management literature. According to Porter, an organisation may adopt any one of the 
three business strategies in order to compete successfully in a particular market and gain 
and sustain superior performance as well as an advantage over its competitors. The three 
business strategies and their characteristics are presented in the following table. 
Each of the business strategies presented in the Table 1.3 requires different type 
of HR strategies or strategic approach to managing people. There should be a 
congruence or 'fit' between the organisation's business and HR strategies. 









• The firm increases its efficiency, cuts costs so 
that products or services may be priced lower 
than the industry average 
• Assumes that a small change in price will 
significantly affect customer demand 
• Assumes that customers show greater price 
sensitivity than brand loyalty - this is because 
the product/service of each firms are non-
distinguishable 
• The firm distinguishes its products/services 
fi-om is competitors or at least attempts to make 
consumers perceive that there are differences 
• The firm charges a premium for its 
products/services because it offers its customers 
something that is unique, extraordinary or 
innovative 
• The firm seeks to develop brand loyalty 
• The firm recognises that different segments of 
the market have different needs and attempts to 
satisfy one particular group 
• The firm can charge a premium for its services 














Adapted from Mello 2003 
1.8 Rationale for the Study 
HR professionals have arrived at the strategy-creating table. This is good, but it is 
time for HR as a profession to move past this objective. HR professionals have a unique 
set of perspectives and knowledge to bring to the strategy-creation table, but even more 
important is what they could bring to the strategy-implementation table. HR 
professionals, often defensive about their comparative worth, need not apologise for not 
being financial, engineering, marketing or sales geniuses; they can and should be strategy 
implementation geniuses. Hence there is a need to set forth a framework for the work of 
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strategy implementation in which HR professionals can—and should be—its natural 
leaders. 
It is an accepted fact today that HR is pre-positioned to make exceptionally 
valuable contributions to the firm when it comes to strategy implementation as HR has an 
organisation-wide purview, i.e., unlike other corporate functions, HR is involved in and 
generally understands the business in its entirety. Strategy implementation being 
inherently a hiunan issue, HR by its very title has deep responsibilities in this territory 
and skill set required for strategy implementation and the inclination to use it is more 
concentrated in HR than anywhere else in the organisation. 
Organisations should believe that the strength and weaknesses of the company's 
himian resource can have a determining effect on the viability of the firm's strategic 
options. They should focus on the provision of the skills and abilities needed to meet the 
requirements of an organisation's overall objective. Paired comparisons and behavioural 
checklists should be used for appraisal. Work planning and review (MBO) would help 
identify goals to be attained, problems that would be encountered and help realise the 
need for the training. ARM (Attraction, retention and motivation) concepts should be 
used to reward the employees. The organisation should provide equity and there should 
be a focus on individual need of the employees. Thus it becomes imperative that human 
resource management must be an equal partner in the formulation and implementation of 
the company's organisation wide competitive strategies. 
Organisation's employees are its human capital as they are assets of the company, 
which have long-term value for the company. There should be a strategic approach to 
human capital planning. The acquiring and developing of employees should be according 
to their skills in order to meet critical needs. The organisation culture should be 
performance oriented. Merit principles should be well protected. Competitive advantage 
can be obtained with a high quality workforce that enables organisations to compete on 
the basis of market responsiveness, product and service, quality, differentiated products 
and technological innovation. Strategic Human Resource Planning should foster the 
21 
linking of human resources with strategic goals and objectives in order to improve 
business performance and develop organisational culture that should promote irmovation 
and flexibility. 
There should be a strategic viewpoint of HRM that requires simultaneous 
consideration of both external business strategy and internal consistency requirement 
leading to superior performance of the firm. Resources should be marshaled to support 
the business strategy and implement the chosen strategy, efficiently and effectively. 
There should be maximum utilisation of the potential of the human resources. There 
should be leveraging of other resources such as physical assets and capital to harmonise 
and supplement the human resource based advantage. Envirorunental scanning should be 
emphasised, as the envirormient of the organisation comprises of both the external and 
the internal environment. 
This scanning must focus on task environment wherein it enables an organisation 
to identify the opportunities outside the environment and those, which are prevailing 
within the environment. In formulating the strategy organisations should seek to take 
advantage of the opportunities while minimising the threats. What might be a threat to 
one company may be an opportunity for another company. Hence initiating the strategy 
with an environmental scaiming would support the strategy formulation, implementation, 
evaluation and control process. 
Today human resource management is a key focus area as companies put in place 
strategies to cope with the financial and economic crisis. In the past 10 years, HR has 
spent much time re-inventing itself in order to be better equipped to serve the business. 
Coming from a traditional administrative role, HR has worked hard to revitalise its 
services, aiming to better fulfill its strategic and tactical role. 
Administrative services offered by HR function have been optimised and made as 
cost efficient as possible. Now that most organisations have introduced new service 
delivery models, the focus can be turned towards strategic and tactical support of the 
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business. External factors, in addition to the increasing complexity of the business 
environment, all indicate that companies must gather their strengths to try and 
differentiate themselves from the competitors in order to survive in the turbulent world 
economy. 
HR professionals who wish to become better at helping their organisations 
implement strategy should first ask themselves what gets in the way of execution in their 
organisation now. In part, strategy implementation is a process of overcoming barriers to 
change. 
On this subject, it is important to keep in mind that every strategy will face some 
degree of opposition even when everyone in the company agrees that change is 
completely necessary. In fact, the more a new strategy differs from the old one, the more 
resistance there will be. HR can contribute significantly by helping the organisation 
anticipate and address this resistance. 
1.9 Problem Statement 
Most executives would insist that management of their human resources is a chief 
priority for their organisation. However, according to Pfau & Kay (2000), many of the 
same executives maintain a narrow view of the HR function and of HR professionals 
themselves. Stereotypes still exist today and the perception is that HR function is 
overstaffed, reactive and staffed by rule followers who insist on operating only within the 
parameters of policies and procedures. 
Though the development of the topic himian resource management is documented 
well in literature, the focus of the debates relating to human resource management is 
constantly changing, resulting in the evolution of both academic theory and 
organisational expectations. This highlights the need for a growing proactive nature of 
the HR function, its crucial importance to the success of an organisatons and the 
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possibility of change in the HR function. This would require a transition from being 
reactive and prescriptive to being proactive, descriptive and executive (Budhar, 2000). 
Beer (1997) wrote that competition, globalisation and continuous change in 
markets and technology, are the primary reasons for the transformation of human 
resource management. As far as the early seventies Foulkes (1975) called upon 
companies to contract new social and individual values in the workplace and highlighted 
the need for the HR function (personnel department) to be more proactive, progressive 
and worthy of respect. Evidence exists in literature that HR has indeed reacted to the 
call for change (Beer, 1997; Cascio, 1998 & Hiltrop, 1996). Cascio (1998) identified 
various phases in the recent transformation of the HR function and noted the transition 
from keeping up-to-date personnel records to strategic partnering. 
However the transformation of the HR function faces many obstacles. Perhaps 
the most formidable among these obstacles according to Beer (1997) is the capability of 
the majority of the HR professionals. In most companies, the traditional HR role and the 
rewards that typically go with the role make it difficult to attract professionals with the 
required talent. This view is supported by Fitz-enz & Davidson (2002) who predict hope 
for the future with the new breed of HR professionals that is emerging. The second 
obstacle in this transformation according to Beer (1997) is top management itself It 
seems that either top management does not understand what a more strategic HR function 
entails or still judges the function by its effectiveness to deliver administrative services 
and to keep the organisation out of trouble. 
Pfau 8c Kay (2000) showed support for a slower but systematic transformation 
process for the HR function. It means that HR function and HR professionals must first 
establish credibility through seamless performance of their basic functions before moving 
into strategic areas. The first step for HR fiinction is to assess its own effectiveness. This 
means taking stock and asking serious questions around aspects such as vision, strategy 
and alignment with the overall organisational business plan; allocation of time and 
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money; level of customer satisfaction, comparison with industry benchmarks and 
available competencies. 
Pfau & Kay (2000) also indicated that in most cases HR function does not know 
when, where and how to start the transformation process. It is the researcher's view that 
this is due to the absence of an integrated model that describes the dimensions of 
effectiveness for a HR function. 
In the IT industry where the research was conducted, the HR function has been 
restructured several times in the last few years with the view of becoming a strategic 
business partner. These changes have happened in isolation without input or feedback 
from HR professionals. No previous study has been conducted to make a comparison of 
emerging trends in strategic HRM in the different sub-sectors of the IT industry. In 
trying to understand the emerging trends in strategic HRM in the different sub-sectors of 
the IT industry there is a need to assess the general effectiveness of the HR function and 
to understand the attitude of the management towards the new role to be played by the 
HR function in its attempt in becoming a strategic business partner. 
The endeavour of this research is to find answers to the five research questions 
formulated for the purpose of this study. 
1.10 Research Questions 
Based on the research objectives of the study clubbed with brainstorming sessions 
with the researcher's supervisors and information discussions with practicing HR 
professionals, five research questions have been proposed. They are listed as follows: 
Question 1: Whether level of agreement on the role of Strategic Human Resource 
Management in delivering competitive advantage is influenced by the 
demographics of HR Managers such as gender, age, educational qualification. 
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total experience and experience in present position and the sub-sector of IT 
Industry to which they belong? 
Question 2: Whether level of agreement on linkage between Human Resource 
Management and Business Strategies is influenced by demographics such as 
gender, age, educational qualification, total experience and experience in present 
position ofHR managers and the sub-sector of TT Industry to which they belong? 
Question 3: Whether level of agreement on implementation of Strategic HRM 
which helps achieve competitive advantage is influenced by demographics such as 
gender, age, educational qualification, total experience and experience in present 
position ofHR managers and the sub-sector of IT Industry to which they belong? 
Question 4: Whether level of agreement on how vertical fit and horizontal fit 
would help firms achieve competitive advantage is influenced by demographics 
such as gender, age, educational qualification, total experience and experience in 
present position ofHR managers and the sub-sector of IT Industry to which they 
belong? 
Question 5: What kind of competencies are required by HR Managers in the 
different sub-sectors of IT Industry in India in order to help firms achieve 
competitive advantage? 
1.11 Structure of the Thesis 
Chapter 1 gives a brief description of the research and discusses in detail the 
concept of strategic HRM. An extensive literature review has been undertaken to 
highlight the importance and relevance of strategic HRM with respect to business 
strategy. The linkage between types of fit and business strategy and firm performance 
has also been extensively dealt with. This chapter also gives the rationale for the 
undertaking this study. 
Chapter 2 reviews the existing literature and identifies the linkage between 
strategic HRM and business performance, contribution of HR to organisational 
performance, potential contribution of fit to organisational functions, link between 
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elements of strategy and HRM, role of strategic HRM in supporting organisational 
systems, different perspectives on organisational fit. . Thus the research question "What 
is the linkage between Human Resource Management and Business Strategies?" is 
answered. 
Chapter 3 describes the theoretical framework of strategic HRM, role of HR 
partnering in strategy execution, contributions to added value and competitive advantage, 
impact of HRM on business performance and HR evaluation. Thus the questions "What 
is Strategic Human Resource Management", "What are the factors influencing the 
emergence of Strategic Human Resource Management" and "What is the role of 
Strategic Resource Management in delivering competitive advantage? are answered. 
Chapter 4 presents the methodological perspectives of this study. The research 
objectives, strategies adopted, research design, details of questionnaire survey and 
constructs of strategic HRM are discussed in greater details. 
Chapter 5 presents the analysis and interpretation of the data collected with the 
help of a questionnaire. Detailed descriptive analysis has been made with concluding 
remarks. The chapter also gives an introduction about the three sub-sectors of the Indian 
IT Industry - viz., software development, support and services and the ITES. 
Chapter 6 presents a brief summary of the research and the main conclusions 
based on the preceding chapter and with respect to the new knowledge derived from this 
research. The limitations of the research and issues requiring further study are also 
addressed. 
References are given at the end of the thesis as most of the doctoral theses in the 
area of strategic HRM have adopted such a style which has gained worldwide acceptance 





Within the last two decades, there have been a number of important contributions 
in the literature dealing with issues pertaining to the management of people. Significant 
attention has been directed towards human resource management (HRM), which many 
have seen as representing a distinct approach to managing people (Guest, 1997). 
Interestingly, aUhough researchers have highlighted the holistic nature of HRM, 
much of the initial research into the concept focused on a limited range of issues and has 
been criticised as 'micro analytic' (Delery & Doty, 1996). However, in the last decade, 
researchers have sought to show the importance of HRM in influencing organisational 
performance and it is from this premise that the current interest in strategic human 
resource management has developed (Cappelli & Crocker-Hefter, 1996). 
Rapid environmental change, globalisation, innovations to provide competitive 
products and services, changing customer and investor demands have become the 
standard backdrop for organisations. To compete effectively, firms must constantly 
improve their performance by reducing costs, enhancing quality and differentiating their 
products and services. To improve firm's performance and create a competitive 
advantage for firm, HR must focus on a new set of priorities. 
These new priorities are more business and strategic oriented and less oriented 
towards traditional HR functions such as staffing, training, appraisal and compensation. 
Strategic priorities include team-based job designs, flexible workforces, quality 
improvement practices, employee empowerment and incentive compensation (Jing & 
Huang 2005). Strategic human resource management is designed to diagnose firm's 
strategic needs and planned talent development which is required to implement a 
competitive strategy and achieve operational goals (Huselid et al., 1997). 
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There are various conceptualisations of the relationship between business strategy 
and HR strategy in strategic human resource management literature. Beaumont (1992) 
noted three bases of classification of HR strategies. When an organisation selects a 
strategy of becoming a iow-cost producer', it adopts different HR approaches to 
compensation as compared to an organisation that adopts a 'product innovation' strategy. 
Taking a similar approach, earlier, Schuler & Jackson (1987) had proposed that the 
different business strategies described by Porter (1985) will result in variations in HR 
practices. 
According to the classification based on various stages of the business life cycle 
of a business - start-up, growth, maturity and decline, different dimension of HR 
practices are important at various stages. For example, in the growth stage, an 
organisation recruits an adequate number and mix of qualified people. In the maturity 
stage, the organisation encourages sufficient turnover to minimise layoffs and facilitate 
re-organisation. At the decline stage, the organisation plans and implements workforce 
reductions and reallocation. 
Fombrun et al. (1984) suggested that the strategy aimed at achieving variations in 
product focus (the number and types of products) results in structural modifications and 
influences HR strategy. For example, an organisation with a single product strategy 
having a functional structure is likely to be subjective in its selection criteria and 
appraisals and rewards are rather unsystematic and allocated in a paternalistic manner. 
On the other hand, an organisation that follows a strategy of growth by acquisitions 
(holding company) of unrelated businesses, with separate self-contained businesses, has 
different criteria of selection that vary fi-om business to business. Performance appraisals 
and rewards are important and are based on the return on investment and profitability. 
Development is cross-fimctional but not cross-business. 
Porter emphasised the fit point of view by stating that all the activities of an 
organisation must be tailored to fit its business strategy. Schuler & Jackson focusing on 
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Porter's classification of the three generic business strategies i.e., cost leadership; product 
differentiation and focus argue that HR practices should be designed to reinforce the 
behavioural implications of these generic strategies. Based on the role requirements, 
each competitive strategy is defined in terms of a matching HRM strategy as shown in 
Table 2.1. 
Table 2.1: Linking Business Strategy & HR Strategy 
Business Strategy 
Cost Leadership 
• Suitable for repetitive and 
predictable behaviour 
• Concerned with short-term focus 
and quantitative (volumes) 
• Result oriented 
Differentiation 
• Long-term focus 
• Creative job behaviour 
• Moderate concern for quality and 
quantity 
Focus 
• High concern for quality 
• Moderate concern for quantity 
• Long/medium term focus 
HR Strategy 
Utilisation HR Strategy 
• HR strategy focused on short-term 
performance measures, that is, results 
or outcomes 
• Efficiency is the norm, job 
assignments are specialised, explicit 
job descriptions 
• Hierarchical pay, few incentives 
• Narrow career paths, limited training 
• Limited employment security 
• Cost-cutting may involve incentives 
for employees to leave the firm 
• Limited participation 
Facilitation HR Strategy 
• Broad career paths 
• Extensive training 
• Equal and fair pay, many incentives 
for creativity 
• Long-term performance measures 
• External recruitment and hiring of 
people who bring in new ideas 
• High employee participation 
• Some employment security 
Accumulation HR Strategy 
• Equal and fair pay with many 
incentives 
• Hiring employees belonging to the 
target market 
• Broad career paths with extensive 
training 
• High employee participation 
Source: O' Riordon 2005 
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2.2 Miles & Snow's Classification of Business Strategy <& HR Strategy 
Miles & Snow (1984) suggested that HRM practices should be tailored to the 
demands of the business strategy. They identified four types of organisational strategies 
on the basis of the dominant culture of the organisation. These are defenders, prospectors, 
analysers and reactors. The first three strategies pursue consistent business strategies. 
Table 2.2 Miles & Snow's Classification of Business Strategy <& HR Strategy 
Dominant Culture of the 
Organisation (Business strategy) 
Defenders 
• Find change threatening 
• Favour strategies which 
ncourage continuity and security 
Prospectors 
• Thrive on change 
• Favour strategies of product 
and/or market development 
Analysers 
• Seek to match new ventures wdth 
the present business set-up. 
• These firms are followers - the 
ventures are not new to them 
HR Strategy 
• Bureaucratic approach 
• Planned and regularly 
maintained policies to provide 
for lean HR 
• Build human resources 
Likely to emphasise on training 
progranmies and internal promotion 
• Creative and flexible 
management style 
• Have high quality human 
resources 
• Emphasise re-deployment 
and flexibility of HR 
• Little opportunity for long-
term HR planning 
• Acquire human resources 
Likely to emphasise on recruitment, 
selection and performance-based 
compensation 
• Low levels of monitoring and 
coordination 
• 'Buy' as well as 'make' key 
human resources 
Emphasis on HR planning 
Source .O'Riordon 2006& Katri 2000 
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The reactors do not have consistency in their strategies. The types of HR practices 
that are likely to be adopted by an organisation with the three consistent strategies are 
presented in table given above. Two other frameworks linking business strategy with HR 
strategy that have received great deal of attention in literature on the subjected are 
presented in Table 2.3. 








Proposed the following four types of linkages between HRM and 
strategic planning process: 
Administrative Linkage: HR department adopts the traditional 
personnel role, provides routine operational support and handles 
paperwork. Functional managers see HR function as relatively 
unimportant. 
One Way Linkage: There is a sequential relationship between strategic 
planning and the HR function. The HR function reacts to and designs 
HR programmes to support the strategic objectives of the firm. 
Two Way Linkages: There is a reciprocal, interdependent relationship 
between strategic planning and HR function. Business plans affect and 
are affected by HR activities. HR function is seen as important. 
Integrative Linkage: There is a dynamic interaction, formal as well as 
informal, between HR function and strategic linkage. The senior HR 
executive is a strategic business partner with other senior executives of 
the firm. 
Proposed the 5-P model that links the strategic business needs with the 
strategic HRM activities. The 5-Ps are: HR philosophy, HR policies, HR 
programmes, HR practices and HR processes. Strategic human resource 
management begins vdth the identification of strategic business needs. It 
is seen as consisting of all those activities that formulate and implement 
the strategic business needs. These activities have an influence on the 
behaviour of people. If strategic human resource management helps meet 
business needs, then it is important to assess the impact of business on 
HRM activities including 5Ps. 
Source: Katri 2000 
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Table 2.4: HR Practices Corresponding to the Stages of 
An Organisation's Life Cycle 






• Flexible patterns of work 
• Recruitment of highly motivated and committed employees 
• Competitive pay 
• Little formality 
• No unions 
• More sophisticated recruitment and selection 
• Training and development 
• Performance management processes 
• Reward systems 
• Focus on high commitment 
• Developing stable employee relations 
• Attention to the control of labour costs 
• Focus on increasing productivity 
• Strained employee relations 
• Control compensation 
• Emphasis on rationalisation of workforce and downsizing 
• Abandoning some longstanding practices to cut costs 
• Trade unions have a marginalised role 
• Re-training and career consulting services 
Adapted from: Armstrong 2000 
Strategic human resource management and its impact on organisation's 
performance has been widely analysed and discussed. There is a great variety of views on 
how to define and measure strategic human resource management, but the literature lacks 
one universal model of best strategic human resource practices and their measures. 
Different attitudes towards strategic human resource architecture's impact on company 
performance also exist. 
According to Mabey, Salaman, & Storey, definitions of strategic human resource 
management vary from Miles & Snow, who state that 'strategic human resource 
management is a human resource system that is tailored to the demands of the business 
33 
strategy' to Wright & McMahan who argue that 'strategic human resource management 
is the pattern of planned human resource activities intended to enable an organisation to 
achieve its goals'. Sanz-Valle et al believe that the former definition places strategic 
human resource management into a reactive management field, where HR is a tool for 
implementing company's strategy, whereas the latter definition has a proactive function, 
indicating that HR actually creates company's strategy. 
Mabey, Salaman, & Storey look at strategic human resource management from 
four different perspectives: Significance of the social and economic context of strategic 
human resource management (includes internal as well as external elements of 
organisation); Performance measurement of strategic hiunan resource management (relate 
diverse HRM practices to business performance); Relationship between new managerial 
style in general and new organisational forms; Human resource and development of 
organisational capability. In addition, Cascio identifies five matters, which should be 
considered by top management in order to use the HRM function strategically: HR 
executives should be experienced and perceived as equal to other executives; otherwise 
—their ability to make significant contributions to the firm will be diminished. Thus it is 
imperative that HR executives should report directly to CEO. 
Management should ensure that the top HR officer is a key player in the 
development and implementation of business plans. The HR department's responsibilities 
should be defined as to maximise the company's profits by managing employees better. 
HRM function should not be weakened by loading the HR department with the 
responsibilities that do not belong to it, for example public relations. 
2.3 Strategic Human Resource Practices 
The identification of best strategic human resource practices has been changing. 
According to C. Truss, early writings tended to focus on a limited range of generic 
human resource activities (such as selection, training and development, appraisal and 
rewards) merely noting that these should be linked to the overall strategic objectives of 
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the organisation (termed vertical integration"), rather than seeking to specify what could 
constitute best practice in each area.. However, in the 1990s the universalistic 
perspective analysing best practices approach in strategic human resource management 
became popular (Delery & Doty). 
Still, each expert was identifying different best practices in their research. For 
instance, PfefFer argues that there are 16 policies and practices that emerge from 
extensive reading of both the popular and academic research, talking to numerous people 
in firms in a variety of industries and the application of some simple common sense. 
TTiese practices are: employment security, selectivity in recruiting, high wages, employee 
ownership, information sharing, participation and empowerment, teams and job redesign, 
training and skill development, cross-utilisation and cross-training, symbolic 
egalitarianism, wage compression, promotion from within, long-term perspective, 
measurement of the practices and overarching philosophy. In addition Pfeffer notes that it 
is important to recognise that the practices are interrelated and it is difficult to do one 
thing by itself with much positive result. 
Delery & Doty identify seven main strategic human resource practices: internal 
career opportunities, formal training systems, results-oriented appraisal, job description, 
voice mechanism, employment security and profit sharing. Whereas Arthur concentrates 
on ten best practices, decentralised decision-making, employee participation 
programmes, general training, skill level, supervision, due process, social, wage level, 
benefits and bonus. The variety of best practices indicates a lack of one universalistic 
model. Thus, it is up to the researcher what strategic human resource practices are taken 
for the analysis. 
The early literature on HRM tended to posit the notion that introducing HRM 
within an organisation would lead to improvements in organisational effectiveness. A 
number of researchers, for instance, Huselid, Jackson, & Schuler, Wright et al., and 
Delery & Doty, consider financial indicators to be the most appropriate measure of 
organisational performance. Consequentially, they perceive the impact on different 
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financial measures as the fundamental determinant of strategic human resource 
management effectiveness. 
Other researchers recognise different indicators of organisational efficiency such 
as operational performance (employee productivity, machine efficiency and customer 
alignment) (Youndt et al, or employee turnover and productivity (Arthur & Huselid). 
Again, a broad range of organisational performance measures allows researchers to select 
the indicators according to their preferences. 
Early attempts to link human resource management with organisational 
performance relied on the common-sense belief that improving the way people were 
managed inevitably led to enhanced firm performance, without seeking to justify this 
linkage in theoretical terms. It was believed that motivating employees to work better and 
giving them the opportunity to improve the skills necessary to perform their duties 
subsequently generated higher revenues. Simultaneously, the clients were served better 
and the turnover of employees was decreased. 
Later on the existence of the linkage between Strategic human resource 
architecture and company performance has been empirically proved by many researchers. 
Arthur was researching the effect of human resource systems on manufacturing 
organisations' performance and employee turnover. He finds that the mills with 
commitment systems had higher productivity, lower scrap rates and lower employee 
turnover than those with control systems. 
Delaney & Huselid find a positive relationship between training and staffing 
selectivity and perceptual firm performance measures. Delery & Doty discover that 
employment security, profit sharing and results-oriented appraisal have impact on 
financial measures, return on assets and return on equity. Huselid, Jackson & Schuler 
once more prove the relationship by obtaining positive correlation between strategic 
human resource management effectiveness and productivity, cash flow and market value. 
In addition, Youndt et al confirm that a HR system focused on human capital 
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enhancement was directly related to multiple dimensions of operational performance 
(employee productivity, machine efficiency and customer alignment). However, quite 
often researchers cannot identify any linkage between certain strategic human resource 
management practices and organisation's performance. 
Delaney and Huselid do not find a statistically significant relationship between 
incentive compensation, grievance procedure, decentralised decision-making, internal 
labour market, vertical hierarchy and perceptual firm's performance. In addition, Delery 
& Doty identify no linkage between internal career opportunities, job description, 
training and voice mechanism and return on assets and equity. 
The number of diverse relationships between strategic human resource practices 
and organisational performance indicates the existence of a broad variety of possible 
approaches for the detection of the linkage. Three different theoretical frameworks for 
strategic human resource management can be identified: universalistic, contingency and 
configurational (Delery & Doty). The universalistic approach states that specific strategic 
human resource practices are consistently correlated with organisation's performance 
(Robie, Taggar, & Honig). As a result some of the strategic human resource practices are 
considered to be superior over other ones. Therefore, it is encouraged to adapt these best 
practices in all the organisations (Delery & Doty). In other words, it is believed that by 
implementing some specific strategic human resource practices the organisation's 
performance can be enhanced. The universalistic approach does not take into 
consideration the company's specific strategy, strategic human resource practices are not 
adapted to the environment that the organisation is operating in. 
The contingency perspective theory indicates that in order to be effective, an 
organisation's HR policies must be consistent with other aspects of the organisation" 
(Delery & Doty). The stress is usually put on the organisation's strategy as strategic 
hvmian resource practices support a specific strategy by means of, for example, shaping 
employee behaviours (Twomey & Harris). In the contingency perspective the strategic 
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human resource best practices for one company may be the worst for another, depending 
on the strategy and environment of the organisation. 
The configurational framework is a 'holistic approach' which emphasis the 
importance of strategic himian resource practices to be compatible vertically and 
horizontally. This approach indicates that there are synergistic effects between HR 
practices and strategy that are crucial for enhanced performance. The configurational 
perspective differs from the contingency framework in the way that the former 
emphasises the importance of combinations of HR practices. It is believed that specific 
combinations of practices are more likely to improve an organisation's performance than 
each practice separately. The best pattern of practices for one company may not 
necessarily be the best for another. 
The universalistic framework has been selected by the authors as a base 
perspective due to the fact that this theory is considered to be the starting one when 
testing the relationship between strategic human resource architecture and performance. 
2.4 Strategic Fit; A Conceptual Framework 
Organisations are often confronted with a dilemma - should they adopt business 
strategies that fit the available competencies and capabilities in the firm or should they 
first decide their business strategy and then stretch and modify their competencies and 
capabilities to fit the business strategy? The strategic fit proposes that if an organisation 
seeks to maximise its competitive advantage, it must match its internal resources and 
skills (organisational competencies) with the opportunities available in the external 
environment. When an organisation attempts to implement new strategies with outmoded 
or inappropriate HR strategies, it can face problems. Strategic human resource 
management is largely about integration. 
The notion of strategic fit or integration, sometimes described as the 'the matching 
model' is central to the concept of strategic HRM. Strategic integration is necessary to 
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provide congruence between business and human resource strategy so that the latter 
supports the accomplishment of the former and indeed, helps to define it. The aim is to 
provide strategic fit and consistency between the policy goals of human resource 
management and the business. This point was originally made by Fombrum et al (1984) 
who stated that "Just as firms will be faced with inefficiencies when they try to 
implement new strategies with outmoded structure, so they will also face problems of 
implementation when they attempt to effect new strategies with inappropriate HR 
systems. The critical management task is to align the formal structure and the HR 
systems so that they drive the strategic objective of the organisation". 
Guest (1988) has suggested that strategic human resource management is largely 
about integration which would ensures that HRM is fiilly integrated into strategic 
planning so that HRM policies cohere both across policy areas and across hierarchies and 
HRM practices are used by line managers as part of their everyday work. Walker (1992) 
has pointed out that HR strategies are functional strategies like financial, marketing, 
production or IT strategies. In many organisations long-term functional planning is a 
mandated element of the long-term business planning process. However HR strategies 
are different, in the sense that they are intertwined with all other strategies. 
The management of people is not a distinct function but the means by which all 
business strategies are implemented. HR planning should be an integral part of all other 
strategy formulations. Where it is separated, it needs to be closely aligned. Five types 
of fit have been identified by Guest (1997). They are as follows: 
1. Fit as strategic interaction - linking HR practices to the external context 
2. Fit as contingency - an approach which ensures that internal practices should 
respond to particular external factors such as the nature of the market 
3. Fit as an ideal set of practices - the view that there are 'best practices' which 
all firms can advantageously adopt. 
4. Fit as gestalt - an approach which emphasises the importance of finding an 
appropriate combination of practices 
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5. Fit of 'bundles' - refers to the search for distinct configurations or 'bundles' of 
complementary practices in order to determine which is likely to be most 
effective. 
The three possible approaches to strategic HRM are fit as an ideal set of practices 
(the 'best practice' approach), fit to the circumstances of the firm (the 'best fit' approach) 
and fit as bundles (the 'configurational' approach). However, most discussions on the 
concept of fit or matching concentrate on external and internal fit are described below. 
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Figure 2.1 Types of 'Fit' between HR & Business Strategy 
The focus of the best fit approach is on the linkage of HR strategies with business 
strategies. This linkage is also referred to as external fit or vertical integration. 
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Differences in business orientation or strategies of organisations give rise to the need for 
different types of people as well as diverse approaches towards investment in hiiman 
capital. Best fit also means that HR strategies should match the stage of development of 
the firm, namely start-up, maturity, decline or degeneration and regeneration or 
transformation. 
2.5 SHRM & Performance 
Strategic Human Resource Management is the planned pattern of human resource 
deployment and activities intended to enable the organisation to meet organisational 
goals and objectives (Noe et al. 2007). In other words, the definition of strategic human 
resource management is represented by the degree of participation in core decision-
making and partnership undertaken by HRM departments and the specificity and 
formality that HRM departments require in planning and implementing, all of that, to 
ensure that firm himian capital contributes to achieving firm business goals. 
Interestingly, the burgeoning interest in strategic human resource management has 
not been matched by the development of appropriate theoretical constructs for the 
concept (Guest, 1997). Indeed, researchers have criticised the imderpirming theoretical 
foimdations of strategic human resource management and many have called for the 
formulation of a theory of strategic human resource management (Dyer, 1985). Two 
major reasons account for this criticism. 
The first is that the concept of HRM, fi"om which strategic human resource 
management originated, has- itself been subjected to extensive criticisms for its poor 
theoretical framework (Legge, 1994). The second, and perhaps more important reason, is 
that researchers have approached the field of strategic human resource management from 
a variety of perspectives with little acknowledgement of the differences within them and 
no attempt has been made to identify the common threads in the perspectives (Delery & 
Doty, 1996). Such an understanding is important to enable an assessment of the viability 
and adoption of the concept. A brief discussion is offered in what follows. 
41 
In an extensive review of the literature, Delery & Doty (1996) identify three 
categories of researchers and the perspectives that they have adopted in theorising 
strategic human resource management. They tag the first group of researchers 
'universalists' largely because of their interest in identifying 'best practice' strategic 
human resource management policies. Delery & Doty (1996) note that 'these 
researchers . . . posit that some human resource practices are always better than others 
and that all organisations should adopt these best practices." It is within this perspective 
of theorising in strategic human resource management that the present interest in 
developing 'high performance work practices' is located (Osterman, 1994). Thus, the 
assumption is that the adoption of certain strategic human resource management policies 
is likely to result in increased organisational performance (Kochan & Dyer, 1993). 
The second strtmd of theorising identified by Delery & Doty (1996) comprises 
those researchers adopting a contingency approach. In keeping with the early foundation 
of the contingency perspective within organisational theory, these researchers argue that 
the success of HRM policies is contingent upon the achievement of a match between 
h'lman resource policies and other aspects of the organisation. For example, researchers 
adopting this perspective have demonstrated that different human resource policies may 
be required at different stages in an organisation's life cycle (Bird & Beecher, 1995). 
Delery & Doty (1996) identified a third group of strategic human resource 
management theorists as adopting a 'configurational' approach. Delery & Doty (1996) 
noted that this approach is more complex and consists of researchers who seek to ' . . . 
identify configurations or unique patterns of factors, that are posited to be maximally 
effective." This category of researchers are also said to approach their subject from a 
more theoretical perspective and many of the phenomena they identify may not 
necessarily be empirically observable (Doty & Glick, 1994). 
A consistent theme in all three theoretical perspectives of strategic human 
resource management is the assumption that strategic human resource management is 
linked to organisational performance. However, while the literature is rich with claims 
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that both HRM and strategic human resource management are linked to performance, 
there is little empirical evaluation of this and the theoretical foundations upon which 
these links are based have been described as inadequate (Guest, 1997). Accordingly, a 
better understanding of the role of the implementation of strategic human resources 
management in creating and sustaining organisational performance and competitive 
advantage should be achieved through further theoretical development and empirical 
evidence (Jing & Huang 2005). 
Recent years have been characterised by an increased interest in examining the 
added value of HR to a firm's success. The literature suggests that human resource 
management can be a source of sustained competitive advantage (Pfeffer 1994; Wright et 
al. 1994). Huselid (1995), for example, suggested that a proper configuration of human 
resources practices may not only help an organisation sustain its competitive advantage, 
but may also contribute significantly to a firm's performance. The challenge that HRM 
has to face relates to the outcomes. What is important, says Ulrich (1998), is not so much 
what HR does, but its "deliverables", or its contribution to the overall organisational 
outcomes. 
Certain research work has traditionally focused on the impact of HR practices on 
individuals or, alternatively, on examining that impact using the organisation as the level 
of analysis. Another possible distinction (Wrigh & Boswell 2002) lies in the number of 
practices analysed. Many scholars have focused on one or more HRM practices and 
examined their effect on various performance measures (e.g. Banker et al. 1996; Delaney 
& Huselid 1996, Delery & Doty 1996; Harel & Tzafrir 1999; Khatri 2000, among 
others). 
Studies in the late 1990's have examined the effect of sets of HR practices on 
performance (Arthur 1994; Becker et al. 1997) and the characteristics and orientation of 
the HRM function and the link to performance (Huselid et al. 1997; SnellYoundt 1995). 
The common denominator for these studies lies with the concept of multiple human 
resources practices as a system, borrowing from the paradigms of systems approach. 
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Thus, in the HRM system perspective, the implicit assumption is that a single or isolated 
HRM practice may have only limited competitive effects on overall performance. In fact, 
despite voluminous theoretical and empirical literature, no consensus exists among HR 
scholars regarding the ways in which HRM might have an impact on the firm's outcomes 
(Becker & Gerhart 1996). 
Moreover, no consensus exists with regard to the right set of contingencies that 
explain the relationship between HRM practices and performance (Ferris et al. 1998), nor 
is there general agreement as to the precise policies and practices that comprise any HRM 
system (Beckert & Gerhart 1996). More importantly, the ways in which HRM system is 
constructed may be critical to a firm's success and the role of HR processes in this 
construction is often overlooked (Purcell 1999; Monks & Schuster 2001). 
To make things worse, there is no consensus on what the term "performance" 
actually means. While some researchers (e.g. Huselid 1995) concentrate on financial 
performance, others (e.g. Arthur 1994; MacDuffie 1995), measure productivity and 
quality. The absence of a widely accepted measure of firm performance construct (in 
addition to a HRM practices construct) makes it difficult to compare findings across 
studies (Rogers & Wright 1998). Most of the previous studies focus on one or two of 
them; subsequently, they do not adopt a more integrated view. It is thus essential to 
identify profiles or configurations of the essential HR policies and practices that are tied 
to organisational success measured in terms of financial and performance objective 
yardsticks. 
A data set based on the Indian Information Technology Sector which provides one 
of the biggest employment opportunities was chosen for the study. Thus, the goals of this 
study are two fold. First, to make a comparative study of emerging trends in Strategic 
HRM in the different sub-sectors of the Indian IT Industry and secondly to identify 
various HR competencies required to enable HR Managers be more effective in helping 
their organisations achieve sustainable competitive advantage in the market place. 
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The relationship between HRM and business performance rests on logic. Better 
deployment and utilisation of HRM practices should result in better firm performance. 
This relationship was assumed with little evidence available to support the assumption. It 
was in the 1980s that serious efforts were directed towards testing the linkage between 
HRM and a firm's performance. However, the conclusions from these studies were 
equivocal and no definite answers emerged. The 1990s witnessed extended assessment 
of the impact of HR practices on financial performance. Studies were carried out to link 
the impact of HR practices to specific firm outcomes, such as turnover, productivity 
which are shown in Table 2.5. 
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Relationship observed between progressive HRM practices 
-and firm performance in manufacturing. 
Relationship observed between innovative HRM practices 
and organisation productivity. 
HR commitment systems had higher productivity and lower 
turnover than the control HR systems. 
Bundles of integrated HRM practices correlated with higher 
productivity and quality in automotive plants. 
The index of HR quality was related to four financial 
measures: market / book value (market value of the firm 
based on stock price divided by firm's assets, which 
represents value added' by management) productivity 
(dollars value sales divided by number of employees); 
market value (stock price multiplied by outstanding shares); 
and sales. All four financial measures increased 







Yeung et al 
(1997) 
Linkage between HRM & firm performance 
An increase of one standard deviation in the high 
performance work practices of a firm reduced turnover, 
increased productivity and increased sales, market value 
and profits. 
Alignment of HR practices and strategy had an impact on 
business performance 
Source: Ulrich 1997 
It is not a simple task to demonstrate a direct linkage between HRM and a firm's 
performance. The linkage is mediated by HR performance measures, such as improved 
employee satisfaction, higher organisational capabilities etc. The HR outcomes in turn, 
influence the business goals of the organisation. Bratton also demonstrated that HRM 
strategy, policies, practices and systems directly influence the HR and employee 
performance measures at both the individual level and the team level. Examples of 
performance measures at the individual level are absenteeism, resignations, commitment 
etc. At the team level, the examples are group dynamic processes and performance. 
Individual employee and team measures, in turn, affect organisational performance. 
2.6 Angles Analysing Practices of Human Resource Management 
There is currently a wide range of angles to analyse the practices of human 
resource management (HRM). Jackson & Schuler (1995) and Schuler & Jackson (2005) 
in their state-of-the-art summary of the various models and theories used by researchers 
studying human resource management, stressed the interdisciplinary nature of such 
research. They conclude, for example, that numerous perspectives are of a sociological 
(institutional theory), economic (human capital, transactional costs), managerial (agency 
theory or resource-based theory), or psychological (role-behaviour perspective) nature. 
In HRM-performance linked research, the basic issue arising is that of the Tit" 
between HRM and the business strategy. Thus, a brief review of the different approaches 
to the strategic "fit" is called for and can be summarised along the following three lines: 
universalistic, contingent and configurational (Delery & Doty 1996, Youndt et al. 1996). 
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An important issue facing HR Managers today is whether HRM practices are 
universally superior to more traditional practices or whether the HR system should be 
contingent upon organisational strategy or other contextual conditions. The universalistic 
perspective takes a "best practices" perspective (Huselid 1995), the central argument 
being that the contemporary environment facing most organisations is turbulent and 
uncertain and top employee contribution is needed at all levels. 
Many studies attempted to provide empirical evidence to prove that organisations 
that have and apply certain HR policies and practices have greater levels of 
organisational effectiveness than those that do not (e.g. Arthur 1994; MacDuffie 1995; 
Huselid 1995; among others). For example, Delaney & Huselid (1996) find support for 
the hypothesis that those HR practices that improve general employee skills, motivation 
and work structure are positively related to the performance of the organisation. 
Referring to the strategic HRM field, Delery & Doty (1996) raised concern about whether 
HR practices independently affect organisational outcomes or need to be embedded in a 
broader and internally consistent configuration of such practices. 
To achieve the optimal impact of such practices on organisational outcomes such 
as firm performance, it is necessary to have "internal fit" or consistency among these 
various HRM practices, that is, "horizontal linkage", a coordination among the various 
HRM practices within the organisation. Numerous research reports seem to bear this out 
(e.g. Huselid 1995; MacDuffie 1995; Arthur 1992; Ichnioeski, & Shaw & Prennushi 
1997). The vertical fit (or external fit) refers to the congruence of HR systems with other 
organisational characteristics such as the firm's strategy. Thus, an organisation must 
develop a HR system architecture that achieves both a horizontal and vertical fit (Becker 
&Gerhartl996). 
The assumption is that HR systems, which "simultaneously exploit the potential 
for complementarities or synergies among such practices and help to implement a firm's 
competitive strategy, are sources of sustained competitive advantage" (Huselid, 1995). 
For the HR system to be effective, HR practices are assumed to have to "fit with and 
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support each other" (Baird & Meshoulam, 1988). This fit is called horizontal fit (also 
internal fit), because it focuses at the relationship between the separate HR practices. 
The growing literature on the importance of these two types of fit for effective use 
of HRM in an organisation was accompanied by an increasing focus on whether HRM 
has an impact on performance, which led to the further development of 'HRM fit' as a 
line of research. The 'fit' approach argues that the effectiveness of HR practices depends 
on contextual factors, for example sector, country, strategy, systems or employee groups 
(e.g. Boxall & Purcell, 2008). Strategic and internal fit are examples of the link between 
HRM and such contextual factors. Achieving a 'fit' between the HR system and its 
context is supposed to be associated with high performance. 
Several researchers have tested the 'HRM fit' hypotheses, among which were the 
highly cited works of Arthur (1994), Huselid (1995), & MacDuffie (1995). Arthur (1994) 
for example, compared the performance effects of control HR systems and commitment 
HR systems and found commitment oriented HR systems that included HR practices such 
as employee participation, training in group problem solving and socialisation, to be 
associated with higher productivity and lower employee turnover. Huselid (1995) tested 
the effects of internal and strategic fit on employee turnover, productivity and corporate 
financial performance and found modest evidence for internal fit and only little evidence 
for strategic fit and MacDuffie (1995) found that an internally consistent 'bundle' of 
innovative HR practices affected performance. 
Many researchers have emphasised the importance of the aforementioned internal 
and strategic fit for achieving high performance (Arthur, 1994; Delery & Doty, 1996; 
Huselid, 1995; Schuler & Jackson, 1987). They consider these two types of fit as 
important for a HR system to fimction optimally, using a consistent bundle of HR 
practices to achieve business objectives. However, the impact of several other contextual 
factors on HRM (e.g. structixre or institutional environment) has been largely disregarded 
in strategic HRM research. Baron & Kreps (1999: 16) argue that besides the fit between 
the individual practices, the HR system should fit with "the broader context of what the 
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firm is trying to do", such as the external environment, the workforce, organisation's 
culture, organisational strategy, technology of production and organisation of work. 
Apart from the most obvious control variables, only a few contextual factors that could 
be important to fit with HRM have been included in empirical studies. As a firm is a 
network of stakeholders, multiple 'fits' are needed (Boxall &, Purcell, 2003). 
Paauwe (2004) also points out the importance of different contextual factors in his 
'Contextually Based Human Resource Theory', which incorporates influences of the 
product market, the institutional environment and the organisational configuration on 
HRM. Similarly, Gerhart (2007) incorporates legal, institutional and normative 
influences, labour and product markets, workers and technology as contextual factors in 
his theoretical model of HR systems and competitive advantage. 
The influence of these main contextual factors on the HR system suggests going 
beyond strategic and internal fit and to introduce more types of fit between HRM and the 
context; a distinction between only the 'classic' types of fit - strategic and internal fit -
might be too narrow to reflect the complexity of the HRM-performance relationship. In 
an overview of the strategic HRM literature. Wood (1999) recognises four different types 
of fit in different studies on strategic HRM: 
• Strategic fit: the link between the HR system and business strategy. HR practices 
focus on stimulating people to fiilfill the organisational goals. 
• Internal fit: the link between the different HR practices within the HR system. 
According to this view, the HR system should be an internally coherent system of 
HR practices. 
• Organisational fit: the link between the HR system and other relevant systems in 
the organisation. Relevant systems might, for instance, include technological 
systems, production systems and control systems. 
• Environmental fit: the linkage between the HR system and the external 
environment. According to this logic, the HR system should adapt to the changes 
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in the environment and to the rules and expectations in the institutional context 
which affect the organisation. 
These four types of fit represent the view that a broader set of contextual factors 
may affect the effectiveness of HRM and they may provide a valuable contribution to the 
'HRM fit' approach, as incorporating different contextual elements in the concept of fit 
enables a more comprehensive description of fit in organisations (i.e. Drazin & Van de 
Ven, 1985). 
Although the idea of fit seems theoretically convincing (Becker & Huselid, 2006; 
Gerhart, 2004), empirical evidence for fit is less compelling (i.e. Gerhart, 2007). 
Moreover, fit theories contain several assumptions which have not yet been proven, such 
as the assumption that better fit leads to better performance. There is a lot of criticism on 
the current operationalisations of fit (e.g. Boxall & Purcell, 2008; Gerhart, 2004). 
Moreover, besides higher level contextual factors, researchers have also emphasised the 
importance of individual level perceptions and reactions to strategic HRM research (e.g. 
Den Hartog, Boselie & Paauwe, 2004; Guest, 1999; Wright & Nishii, 2007). 
Fit continues to play an important role in strategic HRM research, but the problem 
appears to be that there is no consistency and clarity with respect to the 
operationalisations of fit as well as the methods that can be used to measure the 
synergistic effects of systems of HR practices (Boselie, Dietz & Boon, 2005; Wood, 
1999). Researchers state that the current operationalisations do not do justice to the 
complexity of the construct and by using mostly linear techniques and typologies, the 
complexity and dynamic nature of fit has not been measured adequately (e.g. Boxall & 
Purcell, 2008; Gerhart, 2004). Another typical 'fit' problem is the simplistic 
representation of strategy, often in static constructs (e.g. cost leadership versus 
differentiation (Porter, 1985) that do not capture the full breadth of business strategies in 
contemporary organisations (Boxall & Purcell, 2008; Paauwe, 2004). Also, the 'classical' 
approaches for measuring fit overlook employee interests and devote insufficient 
50 
attention to dynamics, as fit with various contextual factors represent "a process of 
adaptation to context" (Boxall & Purcell, 2008). 
So far, most researchers have used quantitative methods to measure fit, such as 
reliability analysis, factor and cluster analysis, multiple regression analysis or sequential 
tree analysis (Arthur, 1994; Guest, Conway & Dewe, 2004; Ichniowski, Shaw & 
Prennushi, 1997; MacDuffie, 1995), with which it is difficult to prove whether 
complementarities exist as most of these techniques assume additive or linear 
relationships between variables. Becker & Huselid (2006) argue that fit is "inherently 
multidimensional and not easily captured by simple bivariate statements". Gerhart (2004) 
notes a "troublesome lack of progress on this front". Boxall & Purcell (2003) hold that 
most models are "attractively simple but they are 'too thin'. They miss much of the 
interactive, multi-variate complexity of strategic management in the real world". 
In sum, there is a need for alternative approaches for conceptualising and 
operationalising fit, covering the breadth and complexity of the construct. In line with 
this, alternative conceptualisations and operationalisations for the different types of fit 
need to be developed. 
2.7 Impact of HR System on Employee Perception 
The types of fit mentioned above cover the three main contextual factors that are 
supposed to have an impact on the HR system, as well as a fit between the different HR 
practices within the HR system. These types of fit might, however, are not sufficient for 
having a positive effect on performance. Wright & Nishii (2007) point out that besides 
the intended HR system, the actual and the perceived HR system are also important for 
explaining performance effects of HRM. The intended HR system is the HR system as 
designed by the HR policy makers and the actual HR system is the resulting HR system 
after implementation. The perceived HR system reflects employee perceptions of the HR 
system, which moves the process to the level of the individual (Wright & Nishii, 2007). 
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HR practices can be seen as "'signals' of the organisation's intentions towards its 
employees and are interpreted as such by individual employees" (Den Hartog et al., 
2004). These signals may, however, not be interpreted similarly or reacted to in a similar 
way (Den Hartog et al., 2004). As a result, variation can occur in the HR system because 
of differences in implementation and communication of the HR practices throughout the 
organisation, such that the intended HR system varies from employees' perceptions of the 
HR system (Wright & Nishii, 2007). 
Research has shown that the impact of HR practices on performance largely 
depends on employees' perception and evaluation of these practices (Guest, 1999), which 
implies that psychological mechanisms like perception and employee reactions can be 
powerful mediators of the HRM-performance relationship. Boxall & Purcell (2008) also 
emphasise the importance of the individual level in explaining the relationship between 
HRM and performance. They state that besides aligiunent of HRM on the organisational 
level, employee interests should be aligned with the organisation as well. Integrating 
individual level mechanisms in the HRM - performance relationship can make a valuable 
contribution to strategic HRM (e.g. Wright & Boswell, 2002). However, employee 
interests and perceptions of the HR system are often overlooked in HRM and 
performance models (e.g. Boxall & Purcell, 2008). 
Baron & Kreps (1999) argue that workers will do better or worse in a given 
organisation according to how well they are matched to its attributes. HRM can play an 
important role in achieving such a match. Person-Environment (P-E) fit is a construct that 
has been widely applied in organisational psychology, which refers to the extent to which 
certain types of people fit within certain types of organisational environments, aimed at 
achieving long-term effectiveness (Bretz & Judge, 1994). Research has shown that a high 
level of P-E fit has many benefits for employee attitudes and behaviours (Kristof & 
Brown, Zimmerman & Johnson, 2005). Two commonly studied types of P-E fit which 
are particularly relevant for HRM research are Person-Organisation (P-0) and Person-Job 
(P-J) fit, which refer to the match between the person and the organisation and the job, 
respectively. 
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In line with this, there has to be bridging between 'macro' and 'micro' level 
HRM, combining two major sub-domains of HRM: strategic HRM, concerned with 
systemic questions and issues, for example with respect to fit and micro HRM, covering 
sub-functions of HR policy and practice focused on individuals (Boxall, Purcell & 
Wright, 2007). According to suggested research directions arguing to incorporate 
employee perceptions and interests (i.e. Boxall & Purcell, 2008; Guest, 1997; Wright & 
Nishii, 2007), Corine Boon, has added P-E fit as a fifth type of fit. The role of Person-
Environment fit in the relationship between employee perceptions of HRM and employee 
attitudes and behaviours. 
As fit is a developing research area in HRM and as there is a lot of criticism on 
how fit has been conceptualised and operationalised to date (e.g. Boxall & Purcell, 2008; 
Gerhart, 2004), there is a need to develop and assess alternative ways to conceptualise 
and operationalise fit as well as study the potential contribution of P-E fit to strategic 
HRM. Although performance effects of HRM and fit are theoretically assumed (i.e. 
Becker & Huselid, 2006; Becker, Huselid, Pickus & Spratt, 1997; Gerhart, 2004), the 
evidence for a link between different forms of fit and performance has been limited so 
f£ir. However, further development of the operationalisation and measurement of 
different forms of fit is needed before concluding whether such a link exists. The 
questions that need to be asked at this point include: "Is achieving fit useful for 
organisations"? "Is it true that the more the fits, the better the performance"? "And, do 
organisations strive for achieving fit"? 
In previous research projects conducted in the field of strategic HRM, the focus 
was typically on measuring and testing horizontal (i.e. internal) and vertical (i.e. 
strategic) fit. Wood (1999) already stressed the importance of strategic, internal and 
environmental (institutional) and organisational fit. Corine Boon, (2008) has studied that 
Person-Environment fit, in order to present a more comprehensive framework that 
explains the relationship between HRM and performance and to address suggested 
research directions to incorporate individual perceptions and interests (i.e. Boxall & 
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Purcell, 2008; Guest, 1999; Wright & Nishii, 2007) in this field of research that has been 
dominated by organisational-level concepts and theories. 
Although the strategic fit proposition plays an important role in strategic HRM 
theory, empirical support for its added value is scarce (Becker & Huselid, 2006). Most 
researchers use 'classical' strategy typologies of Porter (1985) or Miles & Snow (1978) 
to operationalise strategy (e.g. Montemayor, 1996; Schuler & Jackson, 1987; Youndt et 
al., 1996). Organisational strategies, however, are typically more complex and tend to 
consist of more elements than those captured in these classic strategy typologies 
(Paauwe, 2004). 
Boxall & Purcell (2003) formulate three main critiques on the 'classical' 
approaches for measuring strategic fit: they overlook employee interests, lack 
sophistication in their description of competitive strategy and devote insufficient attention 
to dynamics. These strategy typologies are unable to capture the uniqueness of business 
strategies. Yet, this uniqueness is seen as the potential source of sustainable competitive 
advantage (Becker & Huselid, 2006). 
Some steps have been made in studying strategic fit from a different angle. . For 
example, Gratton, Hope-Hailey, Stiles & Truss (1999) used a set of strategic objectives 
unique to the organisation instead of a predetermined typology of business strategies. 
They measiu-e strategic fit as the alignment between the set of strategic objectives and 
'people policies'. These people policies "create and support the individual behaviour and 
competencies that have the potential to be a source of competitive advantage" (Gratton et 
al., 1999). 
They discern five levels of strategic fit, varying from a weak to a strong linkage. 
A strong link between individual objectives and business goals implies that business 
objectives are transformed into clear individual objectives, which are agreed upon 
annually. A weak linkage implies no clear communication of the business strategy to 
individual employees and no mechanisms through which individual tasks and behaviour 
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are discussed and linked to strategic objectives (Gratton et al., 1999). Besides the 
content approaches discussed above, establishing fit also involves a process dimension 
(De Wit & Meyer, 1998; Paauwe, 2004), 
The idea of process approach is that the integration of strategy, HRM processes 
and functions resuhs in a fit between human resource needs (following strategy) and 
employee skills and behaviours (elicited by HR practices) (Bennett, Ketchen & Schultz, 
1998). For example, Golden & Ramanujam (1985) focus on the process of strategy 
formation and the role of the HR department in this process and distinguish four phases 
of integration between strategy and HRM: administrative, one-way, two-way and 
integrative linkage. In case of an administrative linkage, HRM is seen as an 
administrative function without a long-term or strategic focus. Human resources are 
regarded as necessary costs, not as contributors to the success of the organisation and HR 
is not a member of the management team and has no informal influence on strategy 
development. A one-way linkage implies that business goals are considered first. HR 
practices are derived from these goals, but HRM has no influence on strategy 
formulation. If strategy affects HRM and, vice-versa, HRM affects strategy, a two-way 
linkage is seen. Human resources are treated as a success factor for the organisation. The 
integrative linkage reflects the strongest fit. Here, the HRM function is fully integrated 
with strategy, formally as well as informally. HR is a member of the management team 
and HRM has a long-term impact on the organisation. Strategy and HR strategy are 
designed jointly. 
Gratton & Truss (2003) emphasise the difference between policy formulation and 
implementation. When there is a strong linkage between strategy and HRM in theory, but 
not in implementation, no positive performance effects can be expected. Similarly, Grant 
(2005) argues that strategy formulation and implementation are co-dependent. "A 
strategy that is formulated without regard to its implementation is likely to be fatally 
flawed" (Grant, 2005). Resource-based view researchers state that "the ability to 
implement strategies is, by itself, a resource that can be a source of competitive 
advantage" (Barney, 2001). Strategy implementation is crucial, but oflten overlooked in 
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research on strategic HRM. Sending a clear and consistent message to employees about 
what is expected from them and how their individual objectives are linked to business 
objectives increases the likelihood of seeing the desired behaviours of employees. Also, 
the degree to which employees participate in the objective setting process, in other words 
adding a bottom-up process to implementation, can foster desired employee behaviours 
(Gratton et al., 1999). 
Thus, consistent implementation of strategy through HR practices is also 
necessary for strategic fit to be effective. Based on this overview, an operationalisation of 
strategic fit, containing three core elements: content, process and implementation needs 
to be reviewed. Besides the need for strategic integration of HR practices, researchers 
found that "certain HR practices blend better than others do and it is sensible to select 
practices in conjimction with and not in isolation from each other" (Wood, 1999). 
However, the complexity of these subtle interactions makes it difficult to assess internal 
fit (i.e. Kepes & Delery, 2007). 
Researchers have typically measured internal fit as either theoretically or 
empirically derived systems of HR practices. Guest, Conway, & Dewe (2004) present an 
overview of ways to study HR systems statistically, including factor analysis, cluster 
analysis, regression analysis and sequential tree analysis. These techniques have been 
used by researchers to find internally consistent systems of HR practices (e.g. Arthur, 
1994; Huselid, 1995; MacDuffie, 1995). Some studies find support for systems of HR 
practices affecting organisational performance (Arthur, 1994; Begin, 1992; Lepak & 
Snell, 2002; Verburg et al., 2007). However, theoretically as well as empirically, 
researchers have not yet found consistent typologies (Boselie et al., 2005; Wright & 
Boswell, 2002). More qualitative research is needed in which practices can be effectively 
combined in a HR system and how individual HR practices affect each other. 
Delery (1998) stresses the importance of knowing how HR practices support each 
other. The different HR practices can be additively or interactively (synergistically) 
related. In an additive relationship, HR practices have independent effects on outcomes. 
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For example, teamwork and pay for team performance may both stimulate team 
performance, but in different ways. In an interactive relationship, the effectiveness of one 
practice depends on the level of the other practices (Delery, 1998). Two different types of 
interactive relationships occur. HR practices substitute one another or they can have a 
synergistic relationship. In case of substitutes, different HR practices lead to the same 
outcome, which might be ineffective. 
A synergistic relationship refers to HR practices that together lead to a different 
outcome than the sum of the individual outcomes. This could be either a negative 
synergistic effect (the whole is less than the sum of the parts) or a positive synergistic 
effect (the whole is more than the sum of the parts). Becker, Huselid, Pickups, & Spratt 
(1997) use the terms powerful connection for a positive synergistic effect and deadly 
combination for a negative synergistic effect, where combining practices leads to 
unintended negative consequences, for example, teamwork and pay for individual 
performance. Internal fit models assume the effectiveness of powerful connections as 
opposed to deadly combinations (Becker et al., 1997). 
Similarly, Baron & Kreps (1999) stress single-employee consistency, meaning 
that different parts of the HR system that bear on a single employee should be consistent. 
Besides single-employee consistency. Baron & Kreps (1999) also distinguish temporal 
consistency and among-employee consistency. Temporal consistency is consistency of the 
HR practices over time. Among employees consistency implies that different employees 
in the same situation should be treated similarly. The HR system used for a specific group 
of employees should then be consistent. The need to more closely distinguish between the 
HR practices aimed at different groups of employees is also recognised by others. "The 
current approach to theorising about and measuring fit implies very little variation or 
differentiation of the HR architecture, either between firms or within firms" (Becker & 
Huselid). Some researchers describe differentiation between employee groups, requiring 
different HR practices to stimulate high performance (i.e. Delery & Doty, 1996; 
Ichniowski et al., 1997; Tsui, Pearce, Porter &, Tripoli, 1997). An example is the 
theoretical distinction made between core employees and peripheral employees (i.e. 
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Boxall, 1998; Delery, 1998). Core employees who have a long-term relationship with the 
organisation contribute to achieving a competitive advantage in a changing environment. 
Core employees need a different HRM approach than others and a good internal fit for 
this group is supposed to lead to critical performance outcomes. 
HR practices communicate messages to the employee (Bowen & Ostroff, 2004; 
Rousseau, 1995). The content of these messages should be consistent in order to be 
eitective (Baron & Kreps, 1999; Bowen & Ostroff, 2004). Bowen &. Ostroff (2004) label 
this the 'strength' of the HR system. Boxall & Purcell (2008) point out that usually not 
one, but several desirable themes have to be communicated through the HR system. 
Sometimes these goals can be competing, forcing a trade-off between different goals 
within the HR system. Thus, HR systems need a clear focus, but this focus is often a set 
of goals or themes because of the complexity involved. Based on this overview, it has 
been suggested to operationalise internal fit into three elements namely, strength of 
interaction, dominant goals and employee groups. 
2.8 Adapting to changes 
An issue that has not received sufficient attention in strategic and internal fit is 
dynamism. Most organisations operate in dynamic environments. Changes occur 
constantly and organisations have to cope with these changes by continually adapting 
their business strategy to the turbulent enviroimient. Yet, most HR researchers take a 
static approach in measurement. Boxall & Purcell (2003) therefore argue that "models 
should give better attention to dynamics". Some scholars have studied strategic fit as a 
dynamic construct, introducing different types of dynamic fit. Chakravarthy (1982) 
incorporates the influence of dynamic environments in strategic alignment in what he 
labels 'adaptive fit'. He distinguishes three types of adaptive fit: unstable fit, stable fit 
and neutral fit. Unstable fit corresponds with a defensive interaction with the 
environment. Stable fit implies that the organisation reacts to environmental changes, in 
other words, the organisation is a 'fast follower' (Mirvis, 1997). Neutral fit is the 
strongest type of fit and despite what the name suggests, it reflects a proactive approach. 
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The organisation anticipates changes before they occur and constantly searches for 
market opportunities. "They often create changes in their environment to which their 
competitors must respond" (Chakravarthy, 1982). 
2.9 Links between Elements of Strategy & HRM 
Lengnick-Hall & Beck (2005) challenged Chakravarthy's assumption that an 
organisation moves from equilibrium to eqmlibriimi. They argue that organisations 
should have a close connection to the environment, such that long-term successfulness 
will be achieved. Miles & Snow (1994) see fit as a process of continuously adapting to 
changes in the environment and stress that "unless a firm is alert and adept, today's fit 
becomes tomorrow's misfit". Tight fit implies a close linkage between strategy and 
HRM, adapting easily to chemges that occur. Early fit is a tight fit that is achieved before 
competitors do. Early fit is proactively oriented and aims at gaining a leading position. 
Adaptation focuses on how supportive of change and how proactive or reactive 
organisations and their HR systems are and is important for maintaining internal as well 
as strategic fit in changing environments. The table below lists the proposed 
operationalisations for strategic fit, internal fit and adaptation. 
Table 2.6 Strategic Fit, Internal Fit, & Adaptation: Alternative Operationalisations 
SHIATEGIC FIT 
Links between elements of strategy and HRM; content 
Indicator : The extent to which different HR practices aim at achieving business 
objectives 
Indicator: The number of HR practices that are linked with strategy 
++ Most to all elements of strategy and HRM are clearly linked 
- - None to some elements of strategy and HRM are linked 
The role of HRM in strategy formulation: process 
Indicator: The extent to which HR is involved in strategy formulation 
Indicator: Whether HR is a member of the Management Team on different levels in the 
organisation 
++ HR is fully involved in the process of strategy formulation; HR is a member of the MT 




Implementation of the HR strategy 
Indicator : The extent to which employees are involved 
Indicator : Dominance of either top-down or bottom-up implementation 
-H- High involvement of employees in (HR) strategy implementation: mostly bottom-up 
process 
No explicit attention for implementation 
The strength of interaction between HR practices 
Ir.dicator: The extent to which HR practices form synergies 
Indicator : The number of powerful cormections and deadly combinations that can be 
identified in the HR system 
•H- All HR practices form synergistic relationships or powerful connections 
- - There is substantial evidence for deadly combinations between HR practices 
The alignment of dominant goals v^ dth the HR system 
Indicator: The number of HR practices that focus towards a set of dominant goals 
Indicator : The extent to which the HR practices support each other in achieving a set of 
dominant goals 
++ All HR practices are clearly focused towards (a set of) dominant goals 
- The HR practices are not focused towards (a set of) dominant goals 
The degree of consistency of HR systems for different employee groups 
Indicator : The extent to which employees in a similar situation are treated similarly with 
respect to HRM 
Indicator : The extent to which the HR system for specific employee groups show 
powerful connections or deadly combinations 
++ Employee groups are identified, for which HR practices show powerful connections 
The HR practices for specific employee groups form deadly combinations 
^JM^TAHON 
The degree of adaptation to changes 
Indicator: The extent to which the organisation adapts to changes in the environment 
Indicator : The extent to which HR practices enact or support adapting to changes 
-H- The organisation anticipates changes before they occur and gains a leading position; 
HR practices support these changes 
- - The organisation does not adapt to changes; HR practices do not support adaptation 
with the environment 
H High level of fit 
Low level of fit 
2.10 The Role of Strategic HRM in Supporting Organisational Systems 
In today's dynamic and uncertain market environments, there is an increasing 
need for organisations to develop a sustainable competitive advantage to cope with 
change in order to secure long-term success (Wright, Dunford & Snell, 2001). 
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Organisation's systems, structures and processes can be used to support achieving and 
maintaining a competitive advantage. Moreover, to achieve long-term success, 
researchers have suggested that an organisation should align employees' skills and 
motives with organisational systems, structures and processes that achieve capabilities on 
the organisational level (Wright et al., 2001), 
The HR system can be used to achieve this aligimient, allowing the organisation 
and the employees to be effective by improving employee commitment and motivation 
and enhancing product quality and productivity at the organisational level. The HR 
system is then integrated with strategically important business processes (Becker & 
Huselid, 2006). Therefore, in order to be effective, "HR bundle or system must be 
integrated with complementary bundles of practices from core business functions" 
(MacDuffie, 1995). Copying HR practices or systems from one organisation and 
implementing them in another organisation would not be effective as the specific 
organisational systems, structures and processes in place are closely embedded in the 
organisation. 
The importance of aligning different HR practices in a coherent and consistent 
HR system (internal fit) and this HR system with strategy (strategic fit) in order to 
increase productivity or financial performance has been widely emphasised in strategic 
HRM (i.e. Arthur, 1994; Huselid, 1995). Boxall & Purcell (2008) however, argue that the 
goal of labour productivity and efficiency is only relevant in a given market and for a 
given technology. For example, the systems and human resource needs in a 
manufacturing firm are considerably different from those in a consultancy firm. In order 
to achieve long-term agility (Boxall & Purcell, 2008), an organisational design is required 
in which systems, structures, processes and human resources support each other such that 
a sustainable competitive advantage is achieved. 
In an overview of the strategic HRM literature, Wood (1999) introduces 
organisational fit, which refers to the alignment of the HR system with other systems and 
characteristics within the organisation. However, research on organisational fit has been 
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limited. Research has mainly focused on the manufacturing sector, for example on the 
work system in lean production (e.g. MacDuffie, 1995) or the total quality management 
system (e.g. Lawler, Mohrman & Ledford, 1995). Little is known about organisational fit 
in other sectors. Moreover, the few studies that have tested organisational fit use very 
diverse approaches and have focused mainly on the fit between the HR system and one 
other system in the organisation. 
2.11 Organisational Fit 
Research in the manufacturing sector has shown that HRM is affected by the 
dominant technology used in the sector and firm (Boxall & Purcell, 2008; Snell & Dean, 
1992; Youndt et al., 1996). Besides competitive strategy, the dominant technological 
system determines which requirements of employees are needed to be successful. Becker 
& Huselid (1998) argue that "the most important aspect of fit is its embeddedness 
throughout the organisation; it then represents an 'invisible' capability for effective 
strategy implementation". 
Similar corporate strategies are reflected in a variety of operating objectives and 
problems that are largely influenced by the skills, motivations and structure of the 
workforce (Becker & Huselid, 1998), Becker & Gerhart (1996) state that HR systems 
"only have a systematic impact on the bottom line when they are embedded in a firm's 
management infrastructure and help it solve real business problems such as product 
development cycle times, customer service and so forth". Appelbaum et al. (2000) 
acknowledge that certain HR practices will only increase performance under some 
technological and market conditions. Product and technological life cycles and the 
complexity of the product mix have an impact on the effectiveness of HR practices, thus 
achieving a fit between these organisational systems which in turn will help the HR 
system to enhance performance. 
The studies in HRM covering the relationship between organisational systems, 
structures and processes and HR practices, focus on various types of organisational 
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systems. For example, MacDuffie (1995) studied HR practices and work system 
practices, such as work teams, problem-solving groups, job rotation and decentralisation 
of quality related tasks. He introduces the term 'organisational logic' of flexible 
production, which links together a bundle of manufacturing practices with a bundle of 
HR practices and found that both productivity and quality are superior in lean production 
plants, with flexible production systems containing both innovative work system and HR 
practices (MacDuffie, 1995). 
Lawler et al. (1995) studied the relationship between high involvement practices 
and total quality management practices and found that these practices are most frequently 
coordinated and managed as one integrated programme. Snell &, Dean (1992) examine 
the relationship between integrated manufacturing, covering advanced manufacturing 
technology, just-in-time management, total quality management and HR practices. They 
found that advanced manufacturing and total quality management were positively related 
to HR practices like selective staffing, training, appraisal and rewards, whereas just-in-
time management was negatively related to selective staffing and performance appraisal. 
Shaw, Gupta, & Delery (2001) examine the interactive relationship between 
integrated manufacturing and compensation practices and find moderate support for the 
effectiveness of this congruence model. Cooke (2007) also argues that achieving a 
competitive advantage requires the effective integration of both technology and HR 
strategies. He found that alternative workplace strategies differed by the degree of 
integration of technological and HR capabilities (Cooke, 2007). These studies indicate 
the effectiveness of aligning different types of systems used in manufacturing with HR 
practices and strategies. 
Contrary to research which is strongly focused on manufacturing contexts, 
Verburg, Den Hartog & Koopman (2007) examined organisational fit in various sectors 
by looking at different kinds of organisational structures and their fit with different HR 
systems, which are combined in four different configurations of HR, employability and 
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flexibility: the bureaucratic bundle, market bundle, professional bundle and flexibility 
bundle. 
These bundles vary on the dimensions compliance versus commitment and 
individual versus organisation. They find that two out of four configurations or bundles 
they developed occurred in the sampl and that the closer the HR system fits the 
'professional' bundle - which focuses on commitment and on development as a task of 
the organisation - the higher the score was on 'willingness to go beyond contract' and 
economic outcomes. 
Jackson, Schuler & Rivero (1989) focus on organisational characteristics that are 
assumed to be related to the patterns of behaviours employers need for effective 
organisational functioning. They find that technology and organisational structure are 
linked to the HR system (in particular to compensation and training) in order to focus 
employees and managers on long-term business goals. Moreover, Bailey (1993) 
emphasises that HR practices should work together in supporting organisational systems. 
Aligning or changing only one HR practice - for example broadening employee tasks 
without making other changes in employment security and training - is much less 
effective if it is not accompanied by broader changes in the relationship between 
managers and workers (Bailey, 1993). 
The studies described above have found support for the alignment between HR 
practices with various organisational systems and characteristics, ranging fi-om 
manufacturing and quality management systems to organisational structures. Most studies 
look at the alignment between HR practices and one specific system in the organisation. 
However, the effects of the HR system on achieving a sustainable competitive advantage 
depend on a broader set of organisational processes and systems (Wright et al., 2001). 
While existing studies in organisational fit Suggest the effectiveness of integration 
between HR practices and different organisational systems and characteristics, 
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organisational fit is defined as the alignment of HR practices with a broad set of 
organisational systems and characteristics. 
Boxall (1996) offers a view on organisational systems and processes by 
distinguishing between 'human capital advantage' and 'human process advantage'. 
Human capital advantage is achieved by selecting and training employees resulting in the 
organisation having an 'exceptional' human resource base, whereas human process 
advantage refers to "a function of causally ambiguous, socially complex, historically 
evolved processes such as learning, co-operation and innovation" (Boxall, 1996). 
Wright, Dunford, & Snell (2001) build on Boxall (1996) for explaining the 
relationship between this broader set of organisational systems and processes and the HR 
system. They argue that the HR system "helps weave employees' skills and behaviours 
within the broader fabric of organisational processes, systems and, ultimately, 
competencies" (Wright et al., 2001). In line with this, Wright et al. (2001) argue that the 
core competencies of an organisation are embedded in human capital (i.e. organisation's 
human resources), social capital (i.e. internal and external relationships and exchanges), 
and organisational capital (i.e. processes, technologies, systems), integrating human, 
social and organisational factors. Similar to Wright et al. (2001), Leonard & Barton 
(1992) also focuses on the different dimensions of an organisation's core capability. 
Leonard-Barton (1992) distinguishes four dimensions of an organisation's 'core 
capability' needed to achieve a competitive advantage, adopting a knowledge view. The 
first dimension is employee knowledge and skills and the second is technical systems 
which are an embodiment of the content of the core capability and the third dimension 
refers to the managerial systems and the fourth includes values and norms that guide the 
processes of achieving this capability. 
The above-mentioned typologies of organisational systems and processes 
emphasise the importance of human resources and other systems, characteristics and 
resources of organisations. However, HRM researchers have yet to develop a model 
about how HR systems can be effectively integrated with organisational systems and 
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structures (Cooke, 2007). To address this, a more thorough development of the concept of 
organisational fit is needed together with a need for a different perspective through which 
organisational fit should be studied in order to identify key issues involved in 
organisational fit. 
2.11.1 Different Perspectives on Organisational Fit 
As mentioned before, HRM scholars have used different perspectives or 'lenses' 
through which organisational fit is studied, focusing on what constitutes organisational fit 
from the perspective of different types of organisational systems. MacDuffie (1995) and 
Pil & MacDuffie (1996) both use the production system as a dominant perspective for 
studying HR practices and systems. The production system refers to the systems the 
organisation uses in order to create added value or to convert inputs to outputs (i.e. 
transformation process). The production system can take various forms depending on the 
type of organisation and can involve materials, documents or information. For example, a 
manufacturing organisation transforms materials along an assembly line, whereas service 
organisations transform information in the form of documents (Mintzberg, 1979). 
The nature of the production system is an important determinant of how jobs are 
designed in the organisation (i.e. Dean & Snell, 1991; MacDuffie, 1995) and what 
knowledge and skills people need in order to perform the job. The nature of the 
production system affects different elements of job design. For example the use of self-
managing teams, job enrichment, job rotation, task complexity and variety (i.e. Dean & 
Snell, 1991) and the amount of skill variety, task identity or autonomy (i.e. Hackman & 
Oldham, 1976). 
HR practices can be used to support the production system such that employees 
meet the job requirements as determined by the design of work. MacDuffie (1995) for 
example, examines the alignment between HR practices and the production system by 
focusing among others, on whether the hiring criteria used in selecting employees are 
aligned with job requirements and the extent to which rewards are contingent on 'plant' 
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performance and find this alignment to contribute to plant productivity and quality. Pil &. 
MacDuffie (1996) also devote attention to the interaction between the production system 
and HR practices. 
Thus, the production system or 'transformation process' of the organisation gives 
rise to the division of labour in the organisation, involving tasks and job requirements. To 
accomplish these tasks, control and coordination mechanisms are needed (Mintzberg, 
1979). Management control is defined as any process that helps align the actions of 
individuals with the interests of their employing firm (Tannenbaum, 1968). Merchant 
(1985) distinguishes three types of control systems to support management control: 
results control, action control and personnel control. Results control focuses on the 
achievement of certain goals, action control focuses on desired employee behaviours and 
personnel control refers to social and cultural control, mainly through selection and 
socialisation. 
Harzing (1999) presents a review of different control mechanisms distinguished 
by various researchers. She develops a typology of control mechanisms, consisting of 
personal centralised control, dealing with managerial hierarchy, centralisation and direct 
supervision; bureaucratic formalised control, aimed at specifying behaviour that is 
expected from employees; output control, referring to control of results; and control by 
socialisation and networks. This last category covers socialisation, non-hierarchical 
communication and cross-departmental relations. 
Snell (1992) takes a control perspective in studying HRM, by examining the role 
of HR practices in manifesting control in organisations. Snell (1992) links performance 
appraisal, feedback and reward systems to control systems regulating input, behaviour 
and results in order to motivate employees to show desired behaviours and to achieve 
desired results. 
Organisational culture can also be used to manage employee behaviours that are 
needed in order to accomplish organisations' tasks. Organisational culture can be 
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regarded as part of control when using a broad definition of control as mentioned above, 
which includes both formal and informal aspects of control. Organisational culture then 
mainly covers informal control processes such as the above-mentioned control by 
socialisation and networks. However, as organisational culture is widely used as an 
informal co-ordinating mechanism, it will separate organisational culture from control. 
The work of MacDuffie and colleagues, builds on socio-technical systems (STS) 
theory, which draws attention to the interrelatedness of organisations' structure, systems 
and processes, integrating the technical and the social or human aspects of the 
organisation, aimed at joint optimisation of the social and technical system (Emery & 
Trist, 1960). Therefore, besides the production system, Pil & MacDuffie (1996) devote 
attention to organisational culture and routines, defined as "established patterns of 
operation" as an important complement of high involvement work practices. Similar to 
Pil &, MacDuffie (1996), other authors have also focused on the role of HR practices in 
managing organisational culture (e.g. Currie & Kerrin, 2003; Tsoukas & Vladimirou, 
2001). 
Organisational culture refers to a pattern of shared basic assumptions (i.e. Schein, 
1985). Shared norms and values play an important role in organisations; many authors 
have emphasised the importance of values, norms and organisational routines and culture 
for achieving a competitive advantage (e.g. Leonard & Barton, 1992; Pil & MacDuffie, 
1996). Currie & Kerrin (2003) found that HR practices and systems are used in order to 
manage and reinforce organisational culture. Moreover, Tsoukas & Vladimirou (2001) 
find socialisation to be important in order to internalise culture. 
In sum, three perspectives have been recognised which can be used in order to 
study the alignment between organisational systems and characteristics and (sets of) HR 
practices: the production system, control system and organisational culture. As little is 
knovm about organisational fit and as the concept of organisational fit takes into account 
many different factors and variables, an exploratory approach is required for studying HR 
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practices through the lenses of the production and control system and organisational 
culture. 
It is interesting to note that not all studies find support for the premise that the 
configurational perspective shows which established orientations are the best (e.g., 
Delery & Doty 1996), However, the preponderance of evidence seems to favour the 
position that HR practices should be considered as systems and that those systems that 
adopt certain orientations will produce synergies and lead to better results (Arthur 1992, 
1994; MacDuffie 1995; Huselid 1995; Pfeffer 1994). Hence, the configurational approach 
to HRM is concerned with how patterns of multiple human resource policies and 
practices achieve the organisation's goals. 
In contrast, the contingency perspective argues that HR policies must be 
consistent with other organisational aspects in order to be effective and that it is 
important that there be an appropriate fit between HR strategy and the external 
environment in which the organisation operates. The absence of the external fit would 
lead, in the contingency perspective, to sub-optimal performance. Youndt, Snell, Dean, & 
Lopak (1996) provide empirical support for the contingency perspective. However, other 
studies that have researched the contingency perspective have not found empirical 
support for such a relationship (e.g., Delery & Doty 1996). 
Wright & Snell (1998) have proposed a theoretical argument suggesting that these 
two points of view are not necessarily contradictory and that firms can design systems 
that promote flexibility while concurrently attaining some level of fit between HR 
strategy and organisational strategy. 
Whereas some authors explain differences in HRM practices through an 
overriding contextual variable like strategy, there are others who point out the 
multiplicity of factors involved. This includes pointing both to external factors such as 
cultural aspects, legislation, the national economy and the structure of the industry sector; 
and to internal factors, such as the size of the organisation, its history and traditions, 
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organisational structure and the technology used. Within such multiplicity, the impact of 
the strategy formulated or followed by the company obviously carries less weight 
(Jackson, Schuler & Rivero 1989; Kane & Palmer 1995). 
There are also those who advocate mixed positioning, proposing approaches that 
combine more than one perspective: conflgurational and contingent. For example, 
MacDuffie (1995) speaks of different "organisational logic" depending on the system of 
production used. This author's work strengthens the idea that for each type of system, 
there exist differentiated HRM practices that show interrelationships and internal 
consistency, resulting in higher levels of productivity. Arthur (1992, 1994) sees the 
difference between strategies of cost and innovation reflected in the differences between 
mass and flexible manufacturing. For each alternative strategy and system, he identifies 
corresponding systems of industrial relations. 
In summary, the literature suggests that there are distinct strategic orientations 
bearing on an organisation's policy towards HR practices and that it should be coherent 
with the business strategy and conditioned by the nature of the work process and the 
environment. According to Delery (1998) the methods used by an organisation to 
manage its human resources can have a substantial impact on many relevant outcomes. 
For instance, human resource management has been linked with turnover (Arthur 1994), 
productivity (Ichniowski, Shaw & Prennushi 1997; MacDuffie 1995), financial returns 
(Delery & Doty 1996), survival (Welboume & Andrews 1996) and firm value (Huselid 
1995). Thus, the links between HR effectiveness and organisational effectiveness could 
be explored, as suggested above, from different conceptual angles. 
In this particular study, the focus is to make a comparative study of emerging 
trends in strategic HRM in the different sub-sector by identifying the constructs which 
influence the same and by linking the same to some personal variables of HR Managers 
such as gender, age, educational qualifications, experience and sub-sector in which they 
are employed. 
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2.12 The *HR Bundles' Approach 
Bundling refers to the development and implementation of several HR practices 
together so that they are interrelated and internally consistent. Each HR practice should 
compliment and reinforce the other. MacDuffie (1995) referred to 'bundling' as the use 
of 'complimentaries', while Delery & Dory 1996) called it the adoption of a 
'configurational mode'. 
In general terms, the bundles approach is also termed as internal fit or horizontal 
integration. The purpose of bundling is to bring about coherence between HR practices. 
Coherence exists when a mutually reinforcing set of HR practices is developed to 
contribute to the strategic objectives of the organisation, so that these practices ensure the 
matching of resources to the needs of the organisation and bring about improvement in 
performance and quality. 
Coherence is achieved when the firm has overriding driving force of strategic 
imperative. For example, the driving force for a firm may be quality or high performance 
or it could be the development of competencies. This driving force leads to various HR 
practices that are designed to operate in concert with each other to achieve this 
imperative. If high performance is the driving force, recruitment standards can be 
specified, development needs identified and the required standards of behaviour and 
performance specified. 
MacDuffie conducted research in flexible production manufacturing plants in the 
United States and on the basis of his findings pointed out that flexible production 
techniques need to be supported by bundles of high commitment human resource 
practices such as performance-contingent pay, employment security etc. The research 
also indicated that plants which use flexible production systems that bundle HR practices 
into a system outperform plants which use more traditional mass production systems in 
both productivity and quality. Based on the research work in 43 automobile plants in the 
US, Pil & MacDuffie (1996) established when a high-involvement HR practice that is 
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complementary to other HR practices, is introduced in a firm, the new practice produces 
an improvement in performance. At the same time, the other complimentary HR practices 
also lead to incremental improvement in performance. 
Integration between HR practices is more likely to take place if HR personnel and 
line managers share their values on how HR policies should be implemented. Integration 
is also about ensuring that when any innovation in a particular HR practice is planned, its 
implications on other aspects of HR policies and practices are understood in order to 
work out how the innovation can support these practices. However, there are problems 
associated with the achievement of internal fit also. These problems arise when, for 
example, senior managers call for changes in particular as quick fix and the changes are 
isolated firom complementary HR practices. Problems can also arise when performance-
related pay is introduced without the existence of a related performance management 
system or when there is difficulty in determining which 'bundles' are likely to be most 
appropriate in a situation. In general, however, both internal and external fit models 
propose that HR strategy becomes more effective when it is designed to fit the 
contingencies within the specific context of the organisation. 
Contrary to the internal and external contingencies perspectives, is the view that 
organisations should adopt the best practice irrespective of the context. According to this 
view, superior management practices are readily identifiable and are transferable across 
organisations. An organisation, therefore, should identify any organisation with a 
reputation for excellence in some function and copy its practices in order to perform well. 
That is, all organisations can attain performance improvements if they identify and 
implement the best practice or benchmark. However, the notion of best practice is not 
new. It was an important theme in personnel management literature in the 1970s. 
Pfeffer's (1994) list of sixteen practices has been the most significant influence on the 
definition of best practice. Subsequently, Pfeffer has summarised this list down to seven, 
viz.: 




4.High pay contingent on company performance 
5.Extensive training 
6.Reduction of status differences 
7.Information sharing 
Swiercz (2002) identified four perspectives on strategic human resource 
management, namely, fit, functional, economic and typological perspectives. This 
classification is proposed to organise a range of related yet distinct views on strategic 
human resource management. A brief discussion of each of these perspectives follows: 
In strategic human resource management the fit perspective in a literal sense 
means 'congruity'. In HR literature, Dyer was the first to discuss the idea of'fit' in 1983. 
Baird & Meshoulam (1988) took it further and argued that HRM practices should be 
integrated with the strategic planning process of the organisation. They also distinguished 
between the types of fit - internal and external. 
The primary proposition of Baird & Meshoulam (1988) was that an organisation's 
performance can be enhanced if it adopts HRM practices that complement other HR 
practices (internal fit) as well as the strategic objectives of the organisation (external fit). 
Empirical investigations of the proposed benefits of the internal fit perspectives are 
limited. However, the proposed benefits of the external fit perspective have been 
examined by a number of scholars. They have reported that HRM practices varied 
systematically with the type of manufacturing system, firm environment etc. Studies also 
indicate a significant relationship between the adoption of high performance HR practices 
and organisation performance indicators. The fit perspective therefore, proposes HR as a 
critical success variable that must be integrated into all phases of organisational planning. 
Moreover, even the best laid strategic plans cannot be implemented without taking into 
accoimt the HR practices. 
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Strategic human resource management literature classified as 'functionaV has two 
characteristics which are (i) human resources is seen as a staff function and therefore, as 
advisory and subordinate to the core line functions. This is in accordance with the 
classical organisation design theory and (ii) the sub-functional strategies, such as the 
compensation and recruitment strategies, are equated with, the overall HR strategy. 
This perspective relies on the principle that an organisation performs best when 
each departmental unit maximises its contributions, limited to its unique area of expertise. 
It further accepts that organisations should be structured around differences in rank or 
grade, resulting in the creation of staff functional specialists. General Managers at the top 
have the responsibility of giving direction to the firm, flmctional managers with 
independent expertise (HR functional staff specialists) are in the middle and subordinate 
who carry out supervisors' directives at the bottom. Schuler & Jackson's (1987) 
framework is representative of this perspective. Strategic HRM, according to this 
perspective, is defined as a carefully planned effort by functional HR managers to shape 
subordinate behaviour so as to make it consistent with the desires of top management as 
expressed in the strategic plan. This approach represents the traditional definitions of HR 
wherein HR was proposed to be a staff activity. 
The second characteristic of the functional perspective treats functional sub-
strategies as equivalent with the overall concept of strategic HR. These sub-strategies 
include recruitment, compensation, human resource information systems, career 
development, training, job analysis and international HRM. According to this 
perspective, the difference between strategic staffing and conventional staffing is that 
strategic staffing helps the organisation to procure long-term human assets, while 
conventional staffing fulfills the immediate operational objectives. Similarly, strategic 
compensation aligns compensation practices with the critical contingencies facing the 
firm. Any HR practice, therefore, becomes a strategy when it is carefully selected to 
complement the pressing concerns faced by the management. 
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The economic perspective views human resources as a unique and 
distinguishable source of competitive advantage. Barney's resource-based VRIO 
framework takes an economic perspective on strategic human resource management. 
Wright & McMahan (1992) extended Barney's view and argued that human resources 
can be a source of sustained competitive advantage when four basic requirements are met 
- human resources must add value to the firm's production processes, skills sought by the 
firm must be rare, human capital must not be easily imitable and human resources must 
not be subjected to replacements by technological advances or other substitutes. 
Typological perspective helps in developing systematic comprehensive theories 
for the study of new innovations in managerial thought. Dyer & Holder (1988) identified 
three 'ideal' HR strategic types based on their observations of HR practices in several 
firms in the US. They intended their typology to specify the content of HR strategic 
decisions and also to highlight the underlying philosophical considerations that are the 
major determinants of strategy. The three distinct types of HR strategies identified by 
them were as follows: 
Inducement strategy which is used by firms to support a business environment 
that is highly competitive with respect to price and /or quantity. In this strategy, the 
decision-making power is highly centralised, with supervisors accepting only a moderate 
amount of employee initiative, while discouraging irmovation and spontaneity. Human 
resource strategies focus on cost, expecting high performance in a minimally staffed 
organisation. Loyalty and commitment are rewarded by the organisation to discourage 
high employee turnover. 
Investment strategy which is most likely to be found in firms where the business 
strategy is based on differentiation, such as quality, features or service, rather than price. 
The organisation is characterised by a tall structure, power is centralised and the 
technology is modem and adaptable. The HR strategy encourages creativity, initiative 
and high performance standards. Formal rules and procedures are minimal. The 
organisation is comfortably staffed, jobs are broadly defined and continuous employee 
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development is encouraged. Compensation is a balance of fixed and variable 
components. The compensation programmes encourage and reward creativity and 
initiative. 
Involvement strategy is found in firms with a business strategy based on 
innovation and flexibility when they are confironted with a market that is characterised by 
a highly competitive price and/or quality. This strategy is also found in firms that lise 
innovation to continuously provide differentiated products or services and also respond 
fast as there is a change in markets or when their competitors catch up. Involvement firms 
are usually smaller, but if the size of these firms is large they employ decentralised units 
with flat structures. The HR strategy seeks to provide autonomy and challenge to the 
employees to motivate them for high and meaningful performance. The firm expects high 
levels of commitment fi-om its employees. Decision-making is pushed down to the lowest 
levels and performance is rewarded by compensation that links personal outcomes to the 
organisational performance. 
There is empirical evidence that suggests a casual relationship between the 
strategic human resource management orientation, business strategy and financial 
performance of an organisation. The typological perspective has generated a lot of 
enthusiasm. A primary reason for this is that the perspective is directly linked to the 
resource-based view of the firm by the assumption that the imique bimdles of HR 
practices distinguish firms fi-om each other and are also a source of sustainable 
competitive advantage for some organisations. The typologies, in fact, provide a tool to 
capture the 'bundle' of HR practices that are associated with particular business 
strategies. By extension, then, it also agrees with the 'fit' perspective, for it agrees with 
the assumption that improved performance will result when there is a congruency 
between the organisation's overall competitive strategy and its strategic HR orientation. 
The linkage between HR strategies and business strategies are complex and multi-
faceted. The questions being raised pertain to the manner in which HR strategies relate to 
business strategies and what the organisation expects to accomplish through the design of 
76 
new HR strategies. However, all approaches to strategic hiunan resource management 
agree on one point, that is, particular HR strategies should (or will) vary with the type of 
business strategy. Also, there is no one best approach to strategic human resource 
management. One particular combination of HR strategy cannot be applied to all 
situations. Theorists who follow a typological perspective have emphasised that a 
particular business strategy can have a single or a range of HR strategies appropriate to 
that business strategy. Thus, a cost reduction strategy will have different implications for 
HR strategy than an innovation strategy. 
2.13 Strategic HRM Approaches: The Indian Context 
As is evident, conceptual and theoretical developments in the management of 
human resources have largely been limited to the contributions made by Western 
scholars. However, the concept and practice of HRM, as also the linkage of HRM with 
overall goals ofthe organisation, are not entirely new to India. -^ ^ '^  * '"'" 
2.13.1 The Integrated Systems Model ' 
As proposed by Rao (1986), this model has development at its core, which 
suggests that the development of motivated, dynamic and committed employees is a 
means to achieve better organisational performance. This perspective views HRM as a 
process and not merely as a set of practices, mechanisms or techniques. Human resource 
practices such as performance appraisal, training, rewards etc. are used to initiate, 
facilitate and promote this process in a continuous way. These sub-systems are designed 
to work together in an integrated system. Although any one of these practices may exist 
in isolation in an organisation that does not have a long-term plan, in isolation these sub-
systems lack the synergetic benefits of integrated systems. Thus, the viewpoint agrees 
with the internal fit or horizontal integration approach to strategic human resource 
management discussed earlier. It is also close to the resource-based view which suggests 
a bundling of HR practices or sub-systems. 
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On the basis of years of work in the field of Human Resource Development 
(HRD), Pareek & Rao (1992) developed a systems framework that is useful for an in-
depth understanding of HRD/HRM. The component systems of HRD, according to them, 
are career system (manpower planning, recruitment, retention, continuous potential 
appraisal and career plaiming and development activities), work-planning system 
(helping individuals understand organisational needs, plan and improve their work), 
development system (training, coimseling and other development mechanisms), self 
renewal system (team building, survey feedback, research) and culture system (a climate 
that sets norms, values and culture and ensures a high level of motivation for employees). 
It is not necessary for a firm to use all the systems at the same time. 
An organisation can facilitate the process of development by allocating resources 
for the purpose and by exemplifying a HRD philosophy that values human beings and 
promotes their development. The model also emphasises a linkage between the HRD sub-
systems and corporate plans of the organisation. Thus the fi^amework also incorporates 
the external fit perspective. The basic themes underlying these sub-systems are that 
human resources are the most important assets of the organisation, a healthy climate is 
essential for the development of himian resources, employee commitments is enhanced 
with the opportimity to discover and actualise one's potential in one's work and human 
resource development practices can be monitored so as to make them beneficial to both 
the individual and the organisation 
A periodic evaluation of the ftmctioning of these systems or practices helps in re-
engineering and re-aligning HRD to the organisation's business needs. Rao proposed a 
model to explain the linkages between HRD instruments (put in operation they become 
practices), processes, outcomes and organisational effectiveness. In this model, the HRD 
instruments include various tools, that is, sub-systems such as performance appraisal, 
training, compensation etc. 
The HR practices, if effectively used, can create a conducive HRD culture and 
learning processes. Human resource development processes are intermediate variables 
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and affect the HRD outcomes. They are less easily observable and are softer dimensions 
that indicate the effectiveness of HR practices. Human resource development process 
variables include role clarity, communication and the practice of HRD values such as 
openness, collaboration, trust, autonomy, confrontation etc. Such HRD culture and 
processes can result in more observable and quantifiable outcomes. The HR outcomes 
may include a higher level of employee competence and better utilisation of human 
resources through higher motivation and commitment. These outcomes can influence the 
business goals of the organisation, which may be in terms of higher productivity, more 
profits, better image and more satisfied customers and stakeholders. 
According to the model, HR, by itself cannot contribute to profits. The strategies, 
technology, finances markets etc., also need to be in place. However, good HR practices 
may build the competencies and commitment of employees to such an extent that they 
make sure that the other variables are taken care of to a great extent. Thus, it is the people 
who can provide competitive advantage to an organisation. This model suggest that, other 
things being the same, an organisation that has a better HRD climate and processes and 
competent and committed employees, is likely to be better than an organisation that 
scores low on these counts. Also, various HR practices/sub-systems contribute to the 
organisational effectiveness through HRD climate and HR outcomes. 
2.13.2 The HRD Framework 
According to Athreya (1988), the ultimate aim of HRD is full participation of the 
individual in his/her job and life. The starting point for moving towards fuller employee 
participation is the reaffirmation of the HR philosophy. The HR philosophy has an 
underlying belief in the employees' potential for growth. A positive HRD climate is 
important to make the organisation more receptive to the introduction of relevant 
additional systems and to make the existing systems more effective. In order to sustain 
HRD on a long-term basis, it is important to support the improved climate through the 
introduction of a comprehensive HR system. An integrated HRD system has many 
potential benefits, such as moving from alienation to participation, enhancing individual 
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effectiveness, improving organisational climate and organisational effectiveness. The 
very concept of a system implies that one may intervene at any point of the system, but it 
will logically lead through the other sub-systems towards the total system. The point of 
entry depends on the needs of the organisation. 
2.13.3 HRD as an Approach 
This perspective has been put forward by Dayal (1993), who advocated that HRD 
is an approach and not a function. This perspective highlights that the underlying belief 
of all HR programmes of an organisation is individual growth and development, which 
lead to improved organisational performance. Dayal propoimds that HR programmes are 
need-based and may vary significantly in their approach and emphasis in the following 
ways: 
• Emphasis on philosophy: When an organisation articulates its beliefs about people 
and operationalises them in personnel systems and managerial practices in the 
organisation, it views HRD as a way of life and not as a programme. 
• Emphasis on programmes: Human resource initiatives by an organisation are 
integrated with the problem areas identified by the organisation 
• Emphasis on leader behaviour: In some situations, leader behaviour is regarded as 
the central feature of HR initiatives. Transformational leaders create an 
environment in which employees can improve their capabilities and achieve an 
impressive growth. 
Grovrth of individuals without that of the organisation is not sustainable. Hence, 
HR initiatives should aim at the development of the system as a whole. 
2.14 The Indian Approach vis-a-vis The Western Approach 
It is apparent from the above discussion that the Indian HRM frameworks 
suggests that HR practices should be aligned wdth the business plans of the organisation 
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and with each other and that HR approaches should be adapted to the specific business 
strategies followed by the organisation. The main distinguishing feature of the Indian 
approach is that it is anchored in values. However, both the Indian and the Western 
perspectives agree on the point that HR programmes should contribute towards both 
individual developments and organisational effectiveness. Moreover, there needs to be 
judicious blend between concern for the organisation and that for the people. Other points 
of similarity between these perspectives are as follows: 
• People are an important resource of the organisation 
• Human resource systems and practices are strategically integrated 
• Changes in business strategy necessitate corresponding changes in HR strategy 
• Hxmian resource systems lead to high employee commitment, cost effectiveness, 
low-turnover, as also enhanced organisational effectiveness and profitability 
• There is a reciprocal interaction between HR practices and content, on one hand, 
and the climate of the organisation, on the other. A supportive culture 
characterised by dominant values is proposed as essential for the successful 
implementation of HR practices in such a manner that both the individual and 
organisational objectives are achieved. 
Over the last decade, the importance of HRM has increased and it has become 
closely associated with business strategies. Thus, strategic human resource management 
can be defined as a particular approach to the management of the employment 
relationship with a distinctive set of HR practices designed to produce specific individual 
and organisational outcomes to secure the greater commitment of employees and promote 
synergy in order to increase organisational effectiveness. Since strategic human resource 
management is an approach to manage the employment relationship, it follows that in 
seeking to gain competitive advantage, altemative strategies to the management of the 
workforce can be adopted by organisations 
Ulrich (1997) developed a multi-role model for human resource management as a 
blueprint for HR professionals in order to make the required business partnership a 
reality. In this multi-role model Ulrich has indicated that HR professionals must learn 
to be strategic and operational, focusing on the short and long-term. The HR function 
and HR processionals of today need to be proficient in four principal HR roles which are 
as follows: 
• Management of strategic human resources (strategic partner) 
• Management of organisational infrastructure (administrative expert) 
• Management of employee contribution (employee champion) 
• Management of transformation and change (change agent) 
Boninelli (2004) in her discussion of the HR function's positioning in the future, 
supported Ulrich's model of moving the balance of HR professionals' work fi-om being 
transactional and administrative to being strategic. According to Boninelli (2004) the 
new model of HR will require few HR professionals but with a different set of 
competencies. The new set of competencies will include having in-depth knowledge 
and skills across the full spectrum of HR discipline, ability to mange alliances or 
outsourced partners, improved business acumen and the ability to support change 
initiatives. 
2.15 Research on Strategic Human Resource Management in India 
Liberalisation of Indian economy has brought to the fore issues related to HR 
management (Sodhi, 1994; Krishna & Monappa, 1994 & Venkata Ratnam, 1995). This 
new scenario has created opportunities for HR issues to be associated with business 
strategies (Ahluwalia, 1994; Sodhi, 1994; Venkata Ratnam, 1995). This is all the more 
challenging because the Indian work-force has a very diverse socioeconomic background 
(Jain & Venkata Ratnam, 1994). The scene is further aggravated by the pro-labour stance 
of most labour legislation (Tayeb, 1995 & Venkata Ratnam, 1995). The performance of 
the HR function has therefore become more important than ever (Budhwar & Sparrow, 
1997). 
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Singh's (2003) study in the Indian setting revealed that the HR role has gained 
importance in the last decade. Sparrow & Budhwar (1997), questioned 137 Indian 
personnel directors and found that they attached the least value to structural 
empowerment. Studies by Pattanayak (2001) and Diwedi (2002), focused on the HR role 
and its impact on organisational performance. Khandekar & Sharma (2005) carried out an 
empirical research in India that revealed that HR capabilities are positively correlated to 
organisational performance. 
In the present competitive business environment the Indian HR function faces a 
large number of challenges. To survive and flourish in the new dispensation, drastic 
changes are required at the national, organisational and individual level. Some of these 
seem to be taking place, though possibly not with the required vigor and not quite in the 
right direction. One serious problem while making such judgment and analysis is the 
unavailability of reliable empirical research evidence. 
Studies and research carried out in India suggests that the nature and accordingly 
the impact of most of the national factors (especially different institutions such as trade 
unions, legal framework, different pressure groups, the dynamic business environment) 
on Indian HRM is going to change. The dynamic business environment is further going 
to dictate the nature and type of HRM systems suitable for the country. With the rapid 
development in the software and IT enabled services (ITES) sector and the increased 
emphasis on business process outsourcing (BPO), one can expect the emergence of sector 
specific HRM patterns. 
Research evidence regarding the strategic nature of HRM in Indian national firms 
as proved by Budhwar & Sparrow (1998) and Budhwar & Katri (2001) suggests that 
there is a low representation of the HR function at board level and few organisations have 
developed formal corporate strategies. Of these a few seem to consult the HR fimction 
at the outset (this compares to a norm of aroimd 50 percent in European organisations). 
Very few involve HR in making early consultations while developing corporate strategy 
and many do not involve HR during the implementation of the strategy. 
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Formalised personnel functions have been common in Indian organisations for 
decades (Budhwar, 2001; Rao, 1999; Sen Gupta 2004). The last 20 years have seen 
radical changes take place in the HRM function in India (Rao, 1999). Rao et al. (2001), in 
their in-depth HRD audit study of Indian organisations, reported that HRD function in 
India is not well structured, inadequately differentiated and poorly staffed. In the last 10 
years, HRM specialists and departments were under severe pressure to bring about large-
scale professionalised changes in organisations in order to cope with the challenges 
brought about by the challenges thrown by the new economic environment (Som, 2002, 
2006b). Indian organisations needed to cope wdth the need to develop a highly diverse 
workforce into well-trained, motivated and efficient employees with the subsequent de-
skilling, re-training and multi-skilling problems, workforce reduction policies, retention 
and career development issues (Venkata Ratnam, 1995). 
A study of 54 organisations (Som, 2002) reported that more and more Indian 
organisations are creating a separate HRM/HRD department and adopting innovative 
strategic hxmian resource management practices. The HR department is now more open 
to changes, suggestions, more flexibile, fair and focused on building employee -
employer relationship while playing a definitive role in the success of the organisation. 
The HR department utilises modem technologies and HR personnel are well trained in 
those technologies. The HR departments is no longer being labelled as 'a cost centre and 
a place for maintenance, administration, salary processing, paper pushing and sending 
personnel to training programmes'. Line managers are delegated HR functions and HR 
department is concerned about business needs and reduction of costs. The study also 
noted a significant increase in recruiting specialists and professionally trained personnel. 
Recruitment strategies include fair, open systems with discussion, orientation and 
induction programmes built into the overall programme. Promotion policies are attuned 
with recruitment policies and favoured personnel with needed competencies. Promotions 
are no longer time bound and reflect emphasis on the capabilities. Competent people are 
promoted faster. Organisations are practicing job rotation, re-training and re-deployment 
to develop the necessary competencies and skills of their personnel. 
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Re-training was being provided to both managerial and non-managerial staff. 
Selection to special teams and training personnel for special teams were seen to be a 
motivator. Career paths involving re-training and re-deployment options were seen as 
reward mechanisms. There were indications of a movement towards performance related 
pay and compensation policies. Organisations were designing innovative performance 
appraisal systems that were linked to compensation. HR departments were reported to be 
explaining and communicating to personnel about the new performance appraisal system. 
Roles were being clarified, which made workers more accountable. 
Compensation policies and reward mechanisms were being linked directly to 
performance and contribution to work. Remuneration policies and its implementation 
were being clarified and acted as a motivator for enhanced organisational performance. 
Organisations were getting more and more cost conscious and tended to outsource non-
essential functions. 
In another recent survey of the trends and emerging practices in strategic human 
resource management, Belout et al. (2001) point to the importance of the adoption of 
strategic human resource management practices. They point out that organisations are 
asking their HRM departments for innovative approaches and solutions to improve 
productivity and the quality of work life, while complying with the law in an 
environment of high uncertainty, energy conservation and intense international 
competition. The structural change fi"om a regulated environment to a free market 
environment had direct implications for strategic human resource management practices 
in India (Budhwar, 2001; Krishna &, Monappa, 1994; Rao, 1999; Som, 2006). 
Hofstede (1991) scores indicate that India has a low to moderate uncertainty 
avoidance, high power distance, low masculinity and low individualism. Although it is 
only indicative, yet it reveals that Indians are probably risk-averse, reluctant to make 
important decisions in work-related matters, probably lack initiative, probably not 
inclined to accept responsibility for job-related tasks and an indifference to job feedback. 
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It also reflects that the hierarchical nature of Hinduism (Budwar, 2001), the early 
socialisation process that highlights the importance of the family structure, respect for 
age and seniority which might have a direct bearing on decisions about promotion and 
pay. Low masculinity might indicate that most Indian organisations follow a paternalistic 
management style and preference for personalised relationships rather than a more 
divorced performance orientation. Low individualism probably implies that family and 
group attainments take precedence over work outcomes. While labour management 
relations remained conflictual, employers were successfully avoiding strikes by pursuing 
aggressive anti-union strategies, including, as indicated above, an increase in the number 
of non-imion workplaces. This was a significant departure fi-om the pre-liberalisation 
period (Frenkel & Kuruvilla, 2002). 
In this changing scenario, together with this diverse cultxiral workforce, managing 
organisations efficiently and competing globally, organisations have started 
institutionalising systems and processed and adopting and institutionalising innovative 
strategic human resource management practices. The Indian organisations are geared to 
develop a constant awareness of their vision, mission, goals, ensure continuous appraisal 
of internal strengths, enhance innovation, improve compensation schemes, introduce 
more informal communication and develop better employee relations (Budhwar, 2001; 
Som, 2006). For example, during the late 1990s, many Indian organisations, such as State 
Bank of India, Mahindra & Mahindra, Wipro, ICICI Bank, Infosys, Modi Xerox, TCS, 
BPCL, Clariant India, Tata Group of companies and Aditya Birla Group, implemented 
360-degree performance appraisal systems, merit-based recruitment and promotion 
systems, incentive-based pay systems, team building, re-training and re-deployment 
within the group companies, web-based training and integrated knowledge management 
systems, career and succession planning, volxmtary retirement schemes etc. in their 
organisations to enhance productivity and performance. 
Most of these practices, which were not practiced before, though created an 
awareness of strategic HRM in Indian organisations failed to motivate organisations to 
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implement them due to lack of commitment from the top management and an un-
integrated approach towards adopting these practices. 
Post 2000, these strategic human resource management practices were more 
adopted by Indian organisations due to benchmarking exercises and interventions of 
foreign consultants to make Indian organisation competitive in the face of liberalisation. 
The differences in the adoption of strategic human resource management innovation can 
be attributed to external environmental conditions that often distinguish organisations 
from one industry to another (Kossek, 1987). Most of the innovation scholars (Kimberly, 
1981; Gooderham et al., 1999) have studied external environmental and institutional 
forces in developed nations but very few have studied the context of transition nations. In 
the post-liberalisation India, these conditions are national environment, organisational 
restructuring, legitimising, ownership structure and culture and role of HRM department. 
Recent research has suggested that national factors can have an impact on the type 
of innovative strategic human resource management practices adopted (Gooderham et al., 
1999). In addition to strategic human resource management's vulnerability to legislative 
changes, the function is also susceptible to changes in the socio-political landscape. 
Economic liberalisation on the one hand intensifies competition by lowering barriers to 
entry and on the other opens up many opportunities for growth through removal of 
regulations and artificial barriers on pricing and output decisions, investments, scale 
economies, mergers and acquisitions, technology imports, joint ventures, etc. 
(Khandwalla, 2002). The multi-faceted competition from diverse sources (Khandwalla, 
2002; Som, 2002) has to cope with the changes of developing a diverse work force with 
competitive skill sets. The development of competitive skill-set is challenging in the face 
of hyper-competition. This is so because the Indian work force has a very diverse socio-
economic background and the antagonistic nature of trade imions makes it very difficult 
to make them work as a team (Budhwar & Sparrow, 1997; Venkat Raman, 1995). 
Kossek (1987) postulates that external environmental forces such as unions, 
technological change and labour market conditions distinguish HRM innovative practices 
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across industries. In general, the literature examining the impact of trade union activity 
suggests a positive effect on the adoption of innovative strategic human resource 
management practices (Ng 8c Maki, 1994). In fact, a considerable research contradicts the 
popular perception that trade unions hinder or resist the implementation of innovative 
practices (e.g. Wagar, 1997). Rather unionised workplaces tend to demonstrate greater 
degree of strategic human resource management practice sophistication and are more 
likely to possess a more formalised model of HRM (Jackson et al., 1989; Ng & Maki, 
1994). 
On the other hand, Ramaswamy & Schiphorst (2000) suggest that the presence of 
an active labour union in companies restricts HR managers to irmovate their processes. 
The high degree of resistance that comes through the legitimate labour institutions 
in India act as a hindrance for managers (to innovate) and new processes such as 
strategic human resource management. Even though managers might irmovate such 
processes, their adoption remains indeterminate as it depends upon the collective 
bargaining of labour unions. Each process, which reflects changes in the workforce 
management, needs an approval from the union leaders before it can be implemented. 
Long negotiation processes often tend to weaken the innovative process because of the 
time lag between the conception of innovative measure and approval by the management 
in conjunction with the union leaders. The rate of diffusion of such processes is also 
affected by approval or non-approval of new HR strategies by imions. 
The differences among sectors are also often cited as possible determinants of 
adoption of innovative practices (Kimberly & Rottman, 1987). Sector or industry 
characteristics influence adoption decisions by providing the context within which 
'meanings are construed, effectiveness is defined and behaviours are evaluated' (Jackson 
& Schuler, 1995). The desire of organisations to be seen as 'good corporate citizens', 
socially responsive or 'employers of choice' is also a powerfiil driver of innovation 
adoption (Kossek, 1987, 1989; Tannenbaum and Dupuree & Bruno, 1994). In the Indian 
context, labour unions are more prominent in the manufacturing sector than in the 
services sector. For example, Mahindra & Mahindra Ltd, the flagship company of the 
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Mahindra Group, was suffering from manufacturing inefficiencies, low productivity, an 
over-stretched production cycle and poor output. 
The primary reason behind this inefficiency was the under productive and 
fxcessively unionised labour force. In 1995, the company introduced Business Process 
Re-engineering (BPR), focusing on a total overhaul of the style in which the company 
was organised. The imions were made a party to the decision-making process and some 
specific innovative strategic human resource management practices, like working in 
cross-departmental and cross-functional teams, regular meetings amongst workers and 
HR personnel and hiring training, re-training and re-deploying the workforce were 
adopted. The unions understood the urgency and the BPR programme achieved success 
after five years. 
On the other hand, adoption of innovative strategic human resource management 
practices in the software services sector in companies like Infosys, Wipro, Tata 
Consulting Services, Mindtree Consulting, etc., started right from their inception. The 
impact of rapid structural changes in India saw evolution and development of 
technological sophistication. Som (2002), in his study of 54 Indian organisations, 
reported that there was a sharp rise in the establishing of comprehensive, computer-based 
information systems, technical vendor development and use of sophisticated technology 
for business. Tasks had been sub-divided, job contents had enlarged and access to 
information had increased. Increased access enabled employees to be privy to 
information that was once only a managerial prerogative, which has ramifications for 
power relations and task environments that encourage additional strategic human 
resource management irmovations (Kossek, 1987). 
Increased technological sophistication in the job redefined work environments 
where employees had more time and information for experimentation and innovation. 
Regular personnel functions such as administration, paper work, salary processing needed 
less time due to the sophisticated use of technology. The adoption of innovative strategic 
human resource management practices had long-term implications in the Indian scenario. 
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The administrative expert role of HR (Ulrich, 1997; Som, 2006) were getting reduced or 
often outsourced while the strategic partner and change agent role were being redefined. 
In the post-liberalisation scenario, organisational structures seem to be changing 
to cope with greater competition and to avail of growth opportunities afforded by 
globalisation (Som, 2002, 2006b). Corporate restructuring by involving the services of 
international management consultants had become more frequent (Khandwalla, 2002). 
The main reason for restructuring is usually unsatisfactory corporate structure and 
business processes. Intensive scarming of the national and the international environment 
for growth opportimities has been on the rise and so has been comprehensive strategy 
making that is integrated with human resource management strategy (Som, 2002). 
Economic and market pressures influenced the adoption of strategic HRM during the 
organisational restructuring process. 
The strategic human resource management systems were characterised by an 
increasing emphasis on professionalism, skills development, incentives, accountability, 
flexibility, openness and right sizing (Som, 2002). Sparrow & Budhwar (1997) in their 
study of 137 fully-owned Indian organisations with more than 200 employees, located in 
north, central and western states in six manufacturing sectors, like food processing, 
plastics, steel, textiles, pharmaceuticals and footwear, suggest that they are still not 
geared to adopt innovative strategic human resource management practices. Their 
findings state that 48% of the Indian HRM professionals see little or no value in adopting 
360-degree performance appraisal systems, 48 per cent see no role of using new 
technology to promote corporate-wide communication and 45 per cent see no role in 
providing employees with more access to information systems. The National 
Management Forum of All India Management Association conducted a survey in 1995 to 
study the responses of Indian organisations to the change vis-a-vis corporate 
restructuring. The study surveyed 32 public sector organisations and 60 private sector 
organisations. It observed that in order to cope with uncertain and competitive 
environment, 65 per cent of the public sector organisations were undergoing restructuring 
and another 25 per cent were planning to restructure compared to 75 per cent and 10 per 
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cent in the private sector respectively. Public sector organisations deemed abolition of 
license regime, end of monopoly, reduction of import duties and the need for upgrading 
and technological sophistication as causes for restructuring. The reasons for restructuring 
cited by the private sector organisations ranged from new economic policies, 
opportunities in the local as well as international markets, shrinking of domestic markets 
for existing products and scarce resources. Private sector organisations, mostly family 
owned, wanted to concentrate on core competencies and focus on capacity enhancement 
while the main aim for public sector was to gear themselves to face competition. 
In India, organisations have been trying to be competitive by involving the 
services of international management consultants (Som, 2002). A study by Mukherjea et 
al. (1999) indicated that a significant proportion of the largest 200 companies 
in India have been restructured or were being restructured by the same group of 
international consultants. International consultants deem strategic human resource 
management strategies, i.e. job rotation, training, redeployment, performance appraisal, 
compensation, reward mechanisms and succession plaruiing as key indicators for 
improvement. 
Liberalised India had been inducing significant cultural and management systems 
related changes in the corporate sector. The main challenges before the chief executives 
are in the creation of flexible systems in order to develop a culture of excellence, 
facilitate teamwork, empower employees and speed up and decentralise data flow 
(Mukherjea et al., 1999). There may still be a gap between rhetoric and reality. But the 
change in corporate culture and management had been increasingly compatible with a 
competitive market environment (Khandwalla, 2002). 
2.16 Gaps in Research Carried Out So Far 
The factors influencing the emergence of strategic human resource management 
practices have not been studied at depth in an emerging country's scenario, especially 
India, where liberalisation has initiated a competitive environment that was not the case 
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before. Researchers to date have mainly confined themselves to the USA, Japan 
(Ichniowski & Shaw, 1999; Kossek, 1997) and some countries in Europe (Gooderham et 
al,, 1999; Som & Cerdin, 2004). The extensiveness of the typology of managerial 
innovation has been confined mainly to the west and has not penetrated many developing 
countries and their organisations. 
It is no surprise then that even less research has been conducted in the field of 
strategic human resource management and its practices in India. There has been very 
little empirical research to understand how organisations adopt managerial innovation 
and inculcate strategic human resource practices to make organisations more competitive. 
Even though there has been accumulating evidence of the economic impact of strategic 
HRM (e.g. Harel & Tzafiir, 1999; Huselid, 1995; Schuler & Jackson, 1999), factors 
influenicng the emergence and adoption of strategic himian resource management 
practices is of equal importance in order to have a meaningful understanding of the 
factors influencing the emergence of strategic HRM. 
Khatri (1999), in a sample of the 200 largest companies in Singapore, found that 
HR practices of companies in Singapore varied according to their strategies. However, no 
study in India or abroad has examined emerging trends in strategic human resource 
management with special reference to the Information Techonology Industry. 
This study attempts to identify the factors influencing the emergence of strategic 
HRM with special reference to the Indian IT industry. It focuses attention on the three 
different sub-sectors of the Indian IT industry namely. Software Development, Support 





In recent years a number of people who study and write about business along with 
many who run businesses have been debating on the question of HR's contribution to 
organisational performance. As of today in traditionally managed organisations, HR is 
considered to be ineffective, incompetent and costly. But the truth is HR has never been 
more necessary than it is today. The competitive forces that managers face today and 
will continue to confront in the future demand organisational excellence. The efforts to 
achieve such excellence - through a focus on learning, quality, teamwork and re-
engineering are driven by the way organisations are getting things done and how they 
treat their people. These can be taken as fundamental HR issues. To state it plainly; 
achieving organisational excellence must be the work of HR. 
The question for top management then is not 'should we do away with HR' but 
'what should we do with HR'. The answer is to create an entirely new role and agenda 
for the field that focuses not on traditional HR activities, such as staffing and 
compensation, but on outcomes. HR should not be defined by what it does but by what it 
delivers. The results of such delivery should enrich the organisation's value to 
customers, investors and employees. 
More specifically, HR can help deliver organisational excellence in the following 
four ways: First, HR should become a partner with senior and line managers in strategy 
execution, helping to move planning from the conference room to the marketplace. 
Second, it should become an expert in the way work is organised and executed, 
delivering administrative efficiency to ensure that costs are reduced while quality' is 
maintained. Third, it should become a champion for employees, vigorously representing 
their concerns to top management and at the same time working to increase employee 
93 
contribution, that is, employees' commitment to the organisation and their ability to 
deliver results. And finally, HR should become an agent of continuous transformation; 
shaping processes and a culture that together improve an organisation's capacity to 
change. 
This new agenda for HR is a radical departure from the status quo. In most 
organisations today, HR is sanctioned mainly to play policy, police and regulatory 
watchdog. It handles the paperwork involved in hiring and firing, manages the 
bureaucratic aspects of benefits and administers compensation decision made by others. 
When it is empowered by top management, it might oversee recruiting, manage training 
and development programmes or design initiatives to increase workplace diversity. But 
the fact remains that the activities of HR appear to be and often are disconnected from the 
real work of the organisation. The new agenda however, would mean that every HR 
activity would in some concrete way help the company better serve its customers or 
otherwise increase shareholder value. 
HR cannot transform itself alone. In fact the primary responsibility for 
transforming the role of HR belongs to the CEO and to every line manager who must 
achieve business goals. This is because line managers have ultimate responsibility for 
both the processes and outcomes of the organisation. They are answerable to 
shareholders for creating economic value, to customers for creating product or service 
value and to employees for creating workplace value. It follows that they should lead the 
way in fully integrating HR into the organisation's real work. Indeed, to do so, they 
must become HR champions themselves. They must acknowledge that competitive 
success is a function of organisational excellence. More important, they must hold HR 
accountable for delivering competitive success. 
Of course, the line should not impose the new agenda on the HR staff Rather, 
operating managers and HR managers must form a partnership to quickly and completely 
re-conceive and re-configure the HR functions to overhaul it from one devoted to 
activities to one committed to outcomes. HR process will be different in every 
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organisation, but the results will be the same. HR should move towards a business era 
where all concerned recognise the importance of the HR function. 
Regardless of the industry, size or location organisations today face five critical 
business challenges namely, globalisation, profitability through growth, technology, 
intellectual capital and change. Collectively these challenges require organisations to 
build new capabilities. Currently all are responsible for developing those capabilities. 
Everyone means no one. That vacuum is HR's opportunity to play a leadership role in 
enabling organisations to meet the following competitive challenges. 
Globalisation 
Gone are the days when organisations created products at home and shipped them 
abroad "as is". With the rapid expansion of global markets, managers are struggling to 
balance the paradoxical demand to think globally and act locally. That imperative 
requires them to move people, ideas, products and information around the world to meet 
local needs. They must add new and important ingredients to the mix when making 
strategy. Volatile political situations, contentious global issues, fluctuating exchange 
rates and unfamiliar cultures are challenges facing HR managers. They must be more 
literate in the ways of international customers, commerce and competition than ever 
before. In short, globalisation requires that organisations increase their ability to learn and 
collaborate and to manage diversity, complexity and ambiguity. 
Profitability through Growth 
During the last decade most organisations world over have been clearing debris 
using downsizing, re-engineering, delivering and consolidating to increase efficiency and 
cut cost. The gains of such yard work however, have largely been realised and 
executives will now have to pay attention to the other part of the profitability equation -
revenue growth. The drive for revenue growth, needless to say, puts unique demands on 
an organisation. Companies seeking to acquire new customers and develop new products 
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must be creative and innovative and must encourage the free flow of information and 
shared learning among employees. Hence HR managers must also become more market 
focused and be more in touch with the fast changing and disparate needs of their 
customers. And companies seeking growth through mergers, acquisitions or joint 
ventures require other capabilities, such as the finely honed skills needed to integrate 
different organisation's work processes and culture. 
Technology 
From video conferencing to the Internet, technology has made our world smaller 
and faster. Ideas and massive amoimts of information are in constant movement. The 
challenge for managers is to make sense and good use of what technology offers. Not all 
technology adds value. But technology can and will affect how and where work gets 
done. In the coming years, HR managers will need to figure out how to make technology 
a viable productive part of the work setting. They will need to stay ahead of the 
information curve and learn to leverage information for business results. Otherwise, they 
risk being swallowed by a tidal wave of data - not ideas. 
Intellectual Capital 
Knowledge has become a direct competitive advantage especially for 
organisations selling ideas and relationships. This also includes companies offering 
professional services and software and companies who are technologically driven. 
Knowledge has an indirect competitive advantage for all companies attempting to 
differentiate themselves by how they serve customers. From now on, successful 
organisations will be the ones that are the most adept at attracting, developing and 
retaining individuals who can drive global organisations that are responsive to both their 
customers and the burgeoning opportunities of technology. Thus the challenge for HR 
managers is making sure they have the capability to find, assimilate, develop, compensate 
and retain such talented individuals. 
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Change 
Perhaps the greatest competitive challenge organisations face is adjusting to -
indeed, embracing non-stop change. They must be able to learn rapidly and 
continuously; innovate ceaselessly and take on new strategic imperatives faster and more 
comfortably. Constant change means organisations must create a healthy discomfort with 
the status quo, an ability to detect emerging trends quickly than the competitors, an 
ability to make rapid decisions and the agility to seek new ways of doing business. To 
thrive, in order words, organisations will need to be in a never-ending state of 
transformation, perpetually creating fundamental and enduring changes. 
3.2 Partner in Strategy Execution 
Strategy is the responsibility of an organisation's executive team - of which HR 
is a member. To be full-fledged strategic partners with top management, however, HR 
executives should impel and guide serious discussions of how the organisation should be 
organised to carry out its strategy. Creating the conditions for this discussion involves 
four steps. First HR should be held responsible for defining an organisational 
architecture. In other words, it should identify the underlying model of the way of doing 
business. Several well-established frameworks can be used in this process. Jay 
Galbraith's star model for example identifies five essential organisational components: 
strategy, structure, rewards, processes and people. The well-known 7-S framework 
created by McKinsey & Company distinguishes seven components in an organisation's 
architecture: strategy, structure, systems, staff, style, skills and shared values. 
It is relatively unimportant which framework the HR staff uses to define the 
organisation's architecture, as long as it is robust. What matters more is that architecture 
be articulated explicitly. Without such clarity, managers can become myopic about how 
the organisation runs and thus about what drives strategy implementation and what stands 
in its way. They might think only of structure as the driving force behind actions and 
decisions and neglect systems or skills. Or they might understand the company primarily 
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in terms of its values and pay inadequate attention to the influence of systems on how 
work, that is, how strategy execution actually gets accomplished. 
Top management should ask HR to play the role of an architect called into an 
already constructed building to draw up its plans. The architect makes measurements; 
calculates dimensions, notes windows, doors and staircases; and examines the plumbing 
and heating infrastructures. The result is a comprehensive set of blue-prints that contains 
all the building's parts and shows how they work together. 
Next HR must be accountable for conducting an organisational audit. Blueprints 
can illuminate the place in a house that requires immediate improvement. Organisational 
architecture plans can be similarly useful. They are critical in helping managers identify 
which components of the organisations must change in order to facilitate strategy 
execution. Again, HR's role is to shepherd the dialogue about the organisation's 
blueprints. 
The third role for HR as a strategic partner is to identify methods for renovating 
the parts of the organisational architecture that need it. In other words, HR managers 
should be assigned to take the lead in proposing, creating and debating best practices in 
culture change progranmies or in appraisal and reward systems. Similarly, if strategy 
implementation requires, say, a team-based organisational structure, HR would be 
responsible for bringing state-of-the-art approaches for creating this structure to top 
management's attention. 
Fourth and finally, HR must take stock of its own work and set clear priorities. At 
any given moment, the HR staff might have a dozen initiatives such as pay-for-
performance, global teamwork and action-learning development experiences. But to be 
truly tied to business outcomes, HR needs to join forces with operating managers to 
systematically assess the impact and importance of each one of these initiatives especially 
the ones that are really aligned with strategy implementation and know which one should 
receive attention immediately and which can wait and which ones, in short, are truly 
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linked to business results. Because becoming a strategic partner means an entirely new 
role for HR, it may have to acquire new skills and capabilities. Its staff may need more 
education in order to perform the kind of in-depth analysis an organisational audit 
involves. Ultimately, such new knowledge will allow HR to add value to the executive 
task with confidence. 
Administrative Expert 
For decades, HR professionals have been tagged as administrators. In their new 
role as administrative experts, however, they will need to shed their traditional image of 
rule-making policy police, while still making sure that all the required routine work in 
organisation is done well. In order to move from their old role as administrators into 
their new role, HR managers will have to unprove the efficiency of both their own 
function and the entire organisation. Within the HR function are dozens of processes that 
can be done better, faster and cheaper. Finding and fixing those processes is part of the 
work of the new HR. Some organisations have already embraced these tasks and the 
results are impressive. 
Decreased costs are not the only benefit of HR becoming the organisation's 
administrative expert. Improving efficiency will build HR's credibility, which, in turn, 
will open the door for it to become a partner in executing strategy. HR Managers can 
also prove their value as administrative experts by re-thinking how work is done 
throughout the organisation. They can for example design and implement a system that 
allows departments to share administrative services. 
Employee Champion 
Work today is more demanding than ever. Employees are continually being 
asked to do more with less. And as organisations withdraw the old employment contract, 
which was based on security and predictable promotions and replace it with faint 
promises of trust, employees respond in kind. Their relationship with the organisation 
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becomes transactional. They give their time but not much more. This kind of curtailed 
contribution is a recipe for organisational failure. Organisations cannot thrive unless 
their employees are engaged fiiUy. Engaged employees, that is, employees who believe 
they are valued, share ideas, work harder than the necessary minimum and relate better to 
customers, to name just three benefits. 
In their new role, HR managers must be held accountable for ensuring that 
employees are engaged, that they feel committed to the organisation and contribute fully. 
In the past, HR sought that conunitment by attending to the social needs of employees 
such as arranging for picnics, parties and so on. While those activities must sill be 
organised, HR's new agenda supersedes them. HR must now take responsibility for 
orienting and training line management about the importance of high employee morale 
and how to achieve it. In addition, the new HR should be the employees' voice in 
management discussions, offer employees opportunities for personal and professional 
growth and provide resources that help employees meet the demands put on them. 
Orienting and training line management about how to achieve high employee 
morale can be accomplished using several tools, such as workshops, written reports and 
employee surveys. Such tools can help managers understand the source of low morale 
within the organisation. For example, HR might inform the line that 82% of the 
employees feel demoralised because of a recent downsizing. That is useful. But more 
than that, HR should be responsible for educating the line about the causes of low 
employee morale. For instance, it is generally agreed by organisational behaviour experts 
that employee morale decreases when people believe the demand put upon them exceed 
the resources available to meet those demands. Morale also drops when goals are 
unclear, priorities are unfocussed or performance measurement is ambiguous. HR serves 
an important role in holding a mirror in front of top management. 
HR can plan a critical role in recommending ways to ameliorate morale problems. 
Recommendations can be as simple as urging the hiring of additional support staff or as 
complex as suggesting that re-engineering be considered for certain tasks. The new role 
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for HR might also involve suggesting that more teams be used on some projects or that 
employees be given more control over their own work schedule. It may mean suggesting 
that line executives pay attention to the possibility that some employees are being asked 
to do boring or repetitive work. 
Along with educating operating managers about morale, HR managers must also 
be an advocate for employees - they must represent the employees to management and be 
their voice in management discussions. Employees should have confidence that when 
decisions are made that affect them such as a plant closing, HR's involvement in the 
decision-making process clearly represents employees' views and supports their rights. 
Such advocacy cannot be invisible. Employees must know that HR is their voice before 
they commimicate their opinions to HR managers. 
Change Agent 
The primary difference between winners and losers in business will be the ability 
to respond to the pace of change. Winners will be able to adapt, learn and act quickly. 
Losers will spend time trying to control and master change. The new HR has as its fourth 
responsibly the job of building the organisation's capacity to embrace and capitalise on 
change. It has to make siore that change initiatives are focused on creating high 
performing teams, reducing cycle time for innovation or implementing new technology 
which is defined, developed and delivered in a timely way. The new HR can also make 
sure that broad vision statements such as 'we will be the global leader in the market' gets 
transformed into specific behaviours by helping employees figure out what work they can 
stop, start and keep doing to make the vision real. 
Change has a way of scaring people - scaring them into inaction. HR's role as a 
change agent is to replace resistance with resolve, planning with results and fear of 
change with excitement about its possibilities. This could be done by the creation and 
use of a change model. With the help of the change model HR can help an organisation 
identify the key success factors for change and assess the organisation's strengths and 
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weaknesses regarding each factor. The process can be difficult, but is one of the most 
valuable roles HR can play. As change agent, HR professionals do not themselves 
execute change; they make sure that it is carried out. 
Perhaps the hardest and most important challenge facing many companies in this 
era of flux is changing their culture. In helping to bring about new culture, HR must 
follow a four step process. First, it must define and clarity the concept of cultural change. 
Second, it must articulate why cultural change is central to business success. Third, it 
must define a process ^or assessing the current culture and the desired new culture, as 
well as for measuring the gap between the two. Fourth, it must identify alternative 
approaches to creating cultural change. The new mandate for HR requires dramatic 
changes in how HR managers think and behave. But perhaps more important, it also 
requires that top management change what they expect from HR and how they behave 
towards the HR managers. 
To meet the increased expectations of their organisation HR managers must begin 
to act professionally. They must focus more on the deliverables of their work and less on 
just getting their work done. They must articulate their role in terms of the value they 
create. They must create mechanisms so that business results quickly follow. They must 
measure their effectiveness in terms of business competitiveness than employee comfort 
and lead cultural transformation rather than consolidate, re-engineer or downsize in order 
to turn an organisation around. 
Many writers like Arthur, Becker et al, Chadvdck & Capelli, Delaney & Huselid, 
Ichniowski et al, Koch & McGrath, MacDufifie, Patterson et al, Youndt et al, 1996) have 
conducted research that demonstrated that HR practices can improve company 
performance. Typically the ways in which this contribution has been made have included 
developing a positive psychological contract; increasing motivation and commitment; 
increasing employee skills and extending the skills base, providing employees with 
extended responsibilities so that they can make full use of their skills and abilities, 
spelling out career opportunities and defining competency requirements, instituting 
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processes of performance management and continuous development, using reward 
management systems to convey messages about what the organisation believes to be 
important and what it is prepared to provide as financial and non-financial rewards and 
developing employee relations strategies that provide employees with a voice. Hence HR 
can contribute to the achievement of competitive advantage and added value and to total 
quality initiatives in many ways. 
3.3 Contribution to added Value 
In accounting language, added value is the difference between the income of the 
business arising from sales (output) and the amount spent on materials and other 
purchased goods and services (inputs). In more general terms, it is the development and 
use of any resource in a way that ensures that it yields a substantial and sustainable higher 
return on whatever has been invested in it. Added value often means the creation of more 
out of less and an increasingly popular index of overall organisational performance is 
added value per rupee of employment costs. 
Added value is created by people. It is people at various levels in the 
organisations who create visions, define values and missions, set goals, develop strategic 
plans and implement those plans in accordance with the underpinning values Added 
value will be enhanced by anything that is done to obtain and develop the right sort of 
people, to motivate and manage them effectively, to gain their commitment to 
organisational values, to build an maintain stable relationships with them, to develop the 
right sort of organisational structure and to deploy them effectively and productively in 
that structure. 
HR function contributes to the creation of added value by ensuring that people 
with the required competencies and levels of motivation are available and by helping to 
create a culture and environment that stimulates quality performance. An added value 
approach to HR will be directed positively to improve employee motivation. 
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commitment, skills, performance and contribution. It can aim to get better value for 
money from HR expenditure in such areas as training, reward and employee benefits. 
There are four ways in which the HR function can take the lead and make the 
most of this opportimity to add value. It can facilitate change and by proposing strategies 
and programmes for developing a more positive quality, customer focused and 
performance oriented culture and by playing a major part in implementing it. It can make 
specific contributions in the areas of human resource planning, resourcing, training and 
development, performance management, reward and employee relations. It can ensure 
that any HR initiatives in such fields as training and development are treated as 
investment on which a proper return will be obtained, which will increase added value. It 
ca- help deliver cost effective HR services, i.e., providing value for money. 
3.4 Contribution to Competitive Advantage 
The concept of sustainable competitive advantage as formulated by Porter (1985) 
arises when a firm creates value for its customers, selects markets in which it can excel 
and presents a moving target to its competitors by continually improving its position. 
According to Porter, three of the most important factors are innovation, quality and cost 
leadership, but he recognises that all these depend on the quality of an organisation's 
htiman resources. The ability to gain and retain competitive advantages is crucial to a 
business's growth and prosperity. 
Unique talent among employees, including superior performance, productivity, 
flexibility, innovation and the ability to deliver high levels of personal customer service 
are ways in which people provide a critical ingredient in developing an organisation's 
competitive position. People also provide the key to managing the pivotal 
interdependencies across fimctional activities and the important external relationships. It 
can be argued that one of the clear benefits arising fi"om competitive advantage based on 
effective management of people is that such an advantage is hard to imitate. An 
organisation's HR strategies, policies and practices are a unique blend of processes, 
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procedures, personalities, styles, capabilities and organisational culture. One of the keys 
to competitive advantage is the ability to differentiae what the business supplies to its 
customers from those supplied by its competitions. Such differentiation can be achieved 
by having higher quality people than those employed by competitors, by developing and 
nurturing the intellectual capital possessed by the business and by functioning as a 
'learning organisation'. 
3.5 Impact of HRM on Business Performance 
Research conducted by Arthur collected data from 30 US steel mini-mills. He 
investigated the impact on labour efficiency and scrap rate of either a control strategy or a 
commitment strategy. According to Arthur, in a control strategy there is enforced 
employee compliance through rules and procedures, little employee participation, little 
general training, low wages and a high proportion of employees on bonus schemes. In a 
commitment strategy the focus is on shaping employee behaviours by creating 
psychological links between organisational and employee goals, moderate employee 
participation, moderate general training, high wages and fewer employees on bonus 
schemes or incentives. Comparing steel mills with a high commitment strategy with those 
having low commitment strategy, he found that the former had significantly higher levels 
of both productivity and quality. The average turnover rate in high commitment mills 
was less than half of that in, firms with a low commitment strategy. 
Arthur also examined the performance effects associated with a fit between 
business and HR strategy. He defined fit as occurring when a cost-based business 
strategy was combined with a control-oriented HR strategy and when a differentiating-
based business strategy was combined with a commitment HR strategy. The results were 
not statistically significant but he did find that those mills practicing a differentiation-
based strategy with fit had 25 per cent higher productivity than those without fit. Thus 
some modest support was provided for the contingency hypothesis. 
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Huselid (1995) conducted research into the impact of human resource 
management practices on company performance by analysing the responses of 968 US 
firms to a questiormaire. In general, he found that if firms increased their high 
performance work practices, the results were significant reductions in employee turnover 
and significant increase in productivity and profits. The three hypotheses he tested were 
that minimised employee turnover, increased productivity and corporate financial 
performance would result fi"om the use of systems of high performance work practices, 
the development of complementarities or synergies among high performance work 
practices and the alignment of a firm's strategy of high performance work practices with 
its competitive strategy. 
The main findings of his research were that turnover is determined by employee 
skills and organisational structures and motivation has an insignificant effect. 
Productivity is determined by employee motivation. Financial performance is 
determined by employee skills, motivation and organisational structure. One standard 
deviation decrease in the use of each practice reduces turnover by 1.3 per cent, one 
standard deviation increase in the use of the practices raises sales by an average of 
$27,044 per employee and one standard deviation increase in the use of the practices 
produces an increase in profit of $18,641 per employee. 
Thus he concluded that the impact of high pertbrmance work practices on 
corporate financial performance 'is in part due to their influence on employee turnover 
and productivity'. However, his research produced little or no evidence that internal or 
external fit will increase firm performance and he concludes that the simple adoption of 
high performance work practices is more important than efforts to ensure that these are 
internally consistent or aligned with firm's competitive strategy. But he does believe that 
the theoretical arguments for internal and external fit remain compelling. 
Becker, Huselid, Pickus &. Spratt (1997) summarised the outcomes of a number of 
research projects in the relationship between HR and company performance that they 
have conducted or been associated with. The focus was on the strategic impact on 
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shareholder value of high performance work systems (HPWS). Their model of the 
relationship is shown below in Figure 3.1, 
Huselid & Becker (1996) created an index of the HRM systems in 740 firms, 
reflecting the degree to which the firms adopted an HPWS. They found that firms with 
higher values on this index, other things being equal, have economically and statistically 
significant higher levels of firm performance. They fiirther estimated that significant 
changes in the quality of a firm's HPWS systems are associated with changes in the 
market value of $15,000 to $60,000 per employee. 
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Figure 3.1 A Model of the HR - Shareholder Value Relationship 
They suggest that a properly designed and deployed HRM system represents a 
significant economic asset for an organisation, although the research has not identified 
precisely how such a system creates that value. But Becker et al (1997) did point out that 
"HRM systems only have a systematic impact on the bottom line when they are 
embedded in the management infrastructure and help the firm achieve important business 
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priorities such as shortening product development cycle times, increasing customer 
service, lowering turnover among high quality employees, etc. 
Research conducted by the Institute of Work Psychology at Sheffield University 
on behalf of the IPD (Patterson et al, 1997) addressed the question of what factors most 
influence business performance. The study looked at the impact of employee attitudes, 
organisational culture, human resource management practices and various other 
managerial activities. An assessment was made of the extent to which each of these 
factors predicted company performance as measured by productivity and profits per 
employee. 
The human resource management variables used in the study were selection and 
recruitment, induction, training, appraisal, skill flexibility, job variety, job responsibility, 
team working, communication, quality improvement teams, harmonisation, comparative 
pay and incentive compensation system. The variables used broadly reflect the 
approaches typical of high performance practices. The measures used to assess company 
performance were labour productivity in the firm relative to the industry to which the 
firm belongs and profits per employee. The results were expressed in terms of the 
percentage variation in performance attributable to particular factors like, job satisfaction 
explaining 5 per cent of the variation between companies in change of profitability and 
16 per cent of the variation in productivity, organisational culture explaining 10 per cent 
of the variant in profitability and 29 per cent of the variation in productivity, human 
resource management practices explaining 19 per cent of the variation in profitability and 
18 per cent of the variation in productivity. These analyses revealed very strong 
relationships between employee attitudes, organisational culture, HRM practices and 
company performance. This was particularly convincing in the case of the link between 
HRM practices and performance. The analysis of the link between managerial practices 
and performance revealed that the impact on performance was much lower - between 1 
and 3 per cent for strategy, technology and quality, 6 per cent for the link between R&D 
and productivity and 8 per cent for the link between R&D and profitability. These 
figures were statistically significant. 
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3.6 Human Resource Evaluation 
The human resource management (HRM) function has struggled for years to 
justify its existence and value. From being viewed as a staff function and a cost centre, 
the HRM function has evolved to being viewed as a line function and a profit centre. The 
function is today seen as playing an important role in organisational performance and 
success. Today HRM is a strategic business parmer. However, it is no longer sufficient 
to emphasise that the firm's human resources and HRM strategies are important for 
accomplishing the strategic goals of the firm. The HRM function needs to be proactive 
and developmental in approach. It also needs to be accountable, demonstrate its 
contribution to organisational performance, contribute to the goal of business and deliver 
value to its stakeholders - employees, customers, investors and the organisational itself-
just like other functions such as marketing, finance etc. A number of interrelated trends 
such as high competition and the transformation of the employment contract, have 
contributed to an enhanced interest in measuring the tangible benefits results from HR 
activities. Therefore, firms have developed a range of HR measures which would help 
them to evaluate itself. 
'To evaluate' means 'to determine the value of. Human resource evaluation 
refers to determining the value of HR for achieving organisational goals. Bratton defined 
HRM evaluation as 'the procedure and processes that measure, evaluate and 
communicate the value added of human resource management practices to the 
organisation.' 
There are several benefits of HR evaluation. These include the promotion of 
chrnge by identifying strengths and weaknesses, an assessment of the performance of the 
HR function, a demonstration of the bottom-line contributions of the HR function 
through, for example, reduced turnover and a demonstration of the function's role in the 
achievement of organisational goals. While recognising the importance of HR 
evaluation, it is also essential to answer questions such as (a) what should be evaluation -
the overall HR effectiveness or only the effectiveness of the HR function? (b) What 
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should be evaluated - HR activities and practices or the impact of HR policies on the 
organisation and employees? (c) What should be evaluated - HR practices, the HR 
department or HR professionals? (d) What criteria should be used to assess the 
effectiveness of the HR function/department? Greer (2001) states that answer to the 
above questions help one aim at a complete overview of HR evaluation. The figure given 
below shows an overview of the HR Evaluation. 
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Figure 3.2: An Overview of HR Evaluation 
3.6.1 Scope of Evaluation 
Evaluation of HR may be directed towards overall HR effectiveness or more 
narrowly towards the effectiveness of the HR function. Measures of overall HR 
effectiveness include turnover, workers' compensation claims, employee satisfaction etc. 
An evaluation of the HRM function, on the other hand, includes measures related to the 
efficiency in administering a HR programme, such as benefits and recruiting applicants. 
Overall HR outcomes and effectiveness are influenced by the performance of the line 
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managers of the firm. In a narrower evaluation, on the other hand, measures of HR are 
affected only by the performance of the HR staff or personnel. Such an evaluation may be 
misleading and suggests that HRM is the sole responsibility of the HR department and 
personnel. This is, however, far from the truth. All line managers and departments affect 
the quality of HRM. Most HRM activities are shared between HR personnel and line 
managers. Hence, evaluation of HR functions is not a simple issue. 
The scope of evaluation also incorporates a time perspective, that is the time it 
takes for a HR practice to have an impact on performance. Depending on the nature of 
the programme, the time lag between implementation of a programme and its impact on 
performance can vary. Moreover the impact of a HR programme may remain stable or 
increase or decrease over time. The decision related to HRM evaluation needs to be 
clear about who or what is being evaluated. Is the HRM department being evaluated or 
the HR personnel or HR practices? It is imperative that the scope of evaluation includes 
all the three. 
HRM function has changed from having a reactive approach to having a proactive 
approach. This change is accompanied with a change in the focus of HRM evaluation. 
There has been a shift from a focus on how well a problem has been solved (reactive) to a 
focus on the impact of HRM practices on the organisation and on the employees 
(proactive). In the past, evaluation focused on criteria such as the number of self appraisal 
forms filled or the turnover rate. Now evaluation focuses on findings out whether 
appraisals result in training need identification, whether the firm is losing high 
performers etc. 
Another important aspect of HRM evaluation relates to the level of analysis. 
Human resource management may be evaluated at three levels: strategic, management 
and operational. At the strategic level, the objective of HRM evaluation is to determine 
the consistency between HR policies and company strategy. At the management level, the 
focus of HRM evaluation is on control strategy. At the management level, the focus of 
HRM evaluation is on control, for example, cost effectiveness of a benefit programme. At 
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the operational level, it is the quality of HR services and programmes that are in focus, 
for example, satisfaction with the services of the HR department related to the operational 
level of HRM evaluation. 
The determination of criteria for evaluating the effectiveness of the HR function is 
another significant issue. These criteria may range from the responsiveness of the 
d.ipartment, to how proactive they are, to the quality of their training and development 
activities. An important issue related to evaluation concerns whether the evalxoation 
criteria will involve outcomes or processes. 
Outcomes are the end results or products of work. Processes are the behaviours or 
the activities performed to reach the outcomes. Productivity ratios of the workforce of 
firm, turnover rate etc. are examples of outcome criteria. However, outcome criteria may 
be contaminated by factors external to the HR activity being evaluated. For example, 
high turnover rates may be due to high demand for a particular skill rather than due to a 
firm's HR policy. Similarly, process criteria may pose several difficulties in defining HR 
evaluation objectives. 
Specifying the right behaviour in the attainment of a goal refers to process criteria 
for evaluation. When the right behaviour becomes an evaluation criterion, the emphasis 
on the attainment of outcomes is likely to be reduced. Therefore, evaluation criteria 
should take into account the objectives for which evaluation data is being obtained. Either 
outcome evaluation criteria or process evaluation criteria may be used for determining 
HR effectiveness depending on the evaluation objectives. 
In the past two decades, the HRM function has become a strategies partner in the 
achievement of business goals of the firm. The resource based model of strategic human 
resource management, emphasised the importance of human capital to attain competitive 
advantage and sustain it. The human capital of a firm contributes to its bottom-line. 
While most firms believe that their people are their most valuable asset, they have found 
it difficult to understand how the HRM function translates this vision into reality or how 
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HR practices add value to a firm and contribute to its competitive advantage. 
Organisations require. HR professionals to demonstrate the impact of HR on firm 
performance. 
The question that the HRM function and personnel are frequently required to 
address today is, 'Do HRM practices make a difference to business results? Human 
resource management practices usually reflect a strategy of managing people as assets. 
Thus, expenditure on HRM practices is viewed as investment in HR that will ultimately 
result in economic returns (value added) to the firm. 
Even though there is some evidence suggesting the potentially significant 
contribution of HR investment to a firm's performance, not all firms approach HRM from 
an investment perspective. These firms believe that an investment perspective is only one 
way of managing HR to enhance performance. Some firms adopt another approach for 
managing HR to enhance business performance. They manage HR as an expense or cost 
that must be contained or reduced. Firms do not uniformly adopt the investment 
perspective of managing HR because their workforce is typically of two types: core 
workforce and peripheral workforce. 
The core workforce consists of the full time employees of a firm who are paid a 
regular salary or wage. They also receive fringe benefits, training and development 
opportunities and opportunity for promotions and participate in decision-making 
activities of the firm. The peripheral workforce consists of temporary, part time, 
contractual and outsourced employees. They get paid a fixed wage or a project based fee. 
They are only partially if at all, covered by fringe benefits. The core workforce is 
typically managed as an asset or investment. The peripheral workforce is managed as an 
expense to be reduced. This explains the duality in the relationship between HRM and 
business performance. Both the perspectives suggest maximising the return or value, over 
cost. That is, they should result in higher profit margins. 
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A niimber of organisational performance measures may be used including 
productivity ratios, product and service quality and return on investment (ROI). Many 
financial variables used as measures of organisational performance are profit related 
indices. These measures may relate to the operating performance or the financial 
performance of the firm. Profits, market share and ROI are measure of the financial 























Figure 3.3: Linkage between HRM & Firm Performance 
Labour productivity, product or service quality and perceptual measures of goal 
attainment are measures of operating performance Labour productivity is defined as the 
quantity or volume of the major product or service that the organisation provides and is 
expressed as a rate (productivity per worker or per unit of time). For example, the 
measure of sales per employee is a measure of productivity. Quality refers to the 
attributes of the primary service or product provided by the firm. For example, 
improvements in quality may be measured in terms of reduction of the number of 
complaints of unit defects. In addition to the use of 'hard' financial data to measure 
organisational outcomes, perceptual measures are also used to quantify performance. 
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Perceived workplace economic perfonnance may be measured by asking 
managers to compare their own organisations in a particular area (for example, 
productivity) relative to other organisations in the same industry, using a subjective scale 
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Figure 3.4: Model of Linkage between HRM and Firm performance 
The organisational performance measures are mostly directly influenced by 
employee / HR performance measures. However, the linkage between HRM and a firm's 
performance is complicated because employee HR performance measures are only one 
set of variables that impact of firm's performance. Other variables such as the economy, 
technology, industry etc. also affect a firm's performance. For example, the revenues of 
an export firm may rise or fall steeply because the currency of the firm's country of 
operations has risen or fallen. While HRM professionals have no doubt about the 
strategic value of the HRM function, line managers are often skeptical of the role of 
HRM in the firm's perform^ce. 
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This skepticism arises largely because it is difficult to determine and measure the 
degree to which different HRM practices impact bottom-line performance of the firm. 
Measurement is central to the HRM firm performance linkage. However, selecting and 
using appropriate measures to determine this linkage is difficult because (1) the measures 
of an organisation's financial performance that are assumed to be objective and accurate 
may actually be inaccurate and misleading; (2) there may be a difference between the 
parameters that are measured and the parameters that are important; (3) the relationship 
between HRM activities and a firm's performance is often difficult to establish and (4) 
business performance may be affected by causes external to the firm. These reasons are 
explored in detail below. 
Income statements of a firm are considered objective and accurate measures of an 
organisation's financial performance. However, these may sometimes be based on 
measures that are inaccurate and misleading, as in the cases of WorldCom, Inc. and 
Enron, only two of a spate of companies involved in accounting scandals. Such 
accounting practices make it difficult to measure accurately the HRM function's 
contribution to the bottom-line of the firm leading us to conclude that variables chosen 
have been measured inaccurately. The measures commonly used to evaluate HRM are 
employee turnover, cost per hire, employee attitudes etc. However, the HR attributes 
that play an important role in the implementation of the firm's competitive strategy are 
'committed and capable workforce', 'employee competencies', 'training programmes for 
employees etc. This results in a disconnect between what is measured and what is 
important. 
The measures of organisational success are quantitative and include financial 
return on investment (ROI), profit / earnings (P/E) ratio etc. Human resource 
management practices, on the other hand, are intangible and largely subjective. 
Therefore, the relationship between HRM practices and firm performance frequently 
appears indirect and is difficult to prove. This is the reason that the belief about the 
critical significance of HRM remain largely at the 'hunch' level or is considered 'an act 
of faith'. Nonetheless, several studies of HRM and business performance have 
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demonstrated that certain HRM practices contribute positively to market value, rate of 
r«tum on capital employed, revenue per employee, productivity etc. These HRM 
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Figure 3.5: Measurement Problems in Determining HR - Firm 
Performance Relationship 
It is difficult to measure accurately the impact of HR practices on a firm's 
financial performance because of the impact of extraneous variables For example, 
exchange rates affect a firm's financial performance and make it difficult to assess the 
extent to which performance has been influenced by HR practices. 
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Even if accurate measures of HR and firm performance were available, it would 
still be a challenge to demonstrate a causal link between the two. The question frequently 
rrised is: Do certain HRM practices lead firms to perform better or do firms that perform 
better adopt certain HRM practices? There is no simple answer to this question. However 
it is clear that there is an increase in the pressure to measure the costs and achievements 
of the HR fimction. This emphasis can be traced to a number of interrelated trends. 
3.6.2 Rationale for HR Evaluation 
Today, it is important for firms to measure the results of all activities, including 
HR activities. Hence, it is important for HR managers to be able to evaluate the costs and 
benefits of HR strategies and practices in financial terms. A few major trends that have 
contributed to the increased interest in HR evaluation are competition, benchmarking and 
the transformation of the employment contract. 
Due to technological advancement and economic liberalisation, organisations are 
faced with high competition. All organisational functions are under pressure to justify 
their use of resources. As a result, organisations focus on cutting costs. This search for 
cost efficiency in all activities of the organisation also extends to staff functions, such as 
HRM. International competition has challenged companies to ensure an efficient 
utilisation of investment in intellectual capital or human capital. Competition has made it 
imperative for HRM personnel to demonstrate, with data, that HRM activities add value 
and significantly enhance competitive advantage. 
There is a trend toward benchmarking that has also affected the HRM function. In 
hxmian resource management, benchmarking entails a comparison of a given 
organisation's costs (in this instance) or performance to those of its competitors or to 
other organisations in general. Clear and specific indicators are essential to enable such 
comparisons. Some common indicators used in HR benchmarking include staffing ratios, 
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number of HR professionals per hundred employees, the cost to fill vacancy, the time to 
fill a vacancy etc. 
The transformation of the employment contract has increased the interest in HR 
measurement. The concept of 'job for life' is no longer valid. The workforce consists of a 
large number of contingent employees. In such a scenario, the very existence of the HRM 
function that performs activities such as career development, salary determination, 
succession plarming, training etc. gets questioned. The HRM function must demonstrate 
its business contribution to justify its existence. 
There is oflen only a loose relationship between what is important and what is 
easily measurable. This is true of all aspects of an organisation and, therefore, for the 
HRM function also. There is a general consensus on the importance of intangibles (such 
as human capital) for business performance. However the measurement of intangibles 
poses a challenge for several reasons. Before we consider that, it is necessary that we 
develop an understanding of the measures that can be used to demonstrate HRM 
performance. 
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Figure 3.6: Trends Creating Need for HR Evaluation 
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3.6.3 Measures of HRM Performance 
The performance of the HRM function is measured on the basis of the extent to 
which it 'creates value' for the firm, 'Value creation' refers to contributing in a 
measurable way to achieving the strategic goals of the organisation. The HRM function 
creates value through HR activities that result in employee behaviour and competencies 
needed to achieve the strategic goals of the company, 
A key factor of organisational success is the effectiveness of the management of a 
firm's human resources. Therefore, it is important to develop measures of HRM 
effectiveness that can be related to a company's financial success. There are several 
views about the measurement of HRM effectiveness which say that measures of 
organisational effectiveness can serve as measures of HRM effectiveness as the two are 
not distinct. However, this approach overlooks the fact that external forces such as 
vagaries of market forces or economic policies may adversely affect organisational 
performance, as discussed earlier; HRM practices may still continue to be effective. 
Effectiveness of HRM may be measured against specific goals, such as the 
implementation of a new appraisal scheme. However, such a goal neglects the quality of 
the appraisal process. Effectiveness of HRM may be measured by quantitative measures 
such as labour productivity, turnover etc. However, these are not always good measures 
of organisational effectiveness. For example, productivity may be determined by 
technology and not by HRM factors alone. 
Traditionally, the focus of the HRM function was on HRM activities such as 
training initiatives to ensure that employees acquired necessary skills, compensation and 
incentives that offered rewards to employees and teams for good performance, staffing to 
ensure that the firm had the right people in the right job etc. A number of measures have 
been traditionally used to demonstrate HRM performance. The majority of these 
measures focused on the efficiency with which the HRM function performed tasks (for 
example, the time taken to address employee grievances) or on the cost of the support 
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functions (for example, expenditure on training per employee, cost per hire etc.) 
Moreover the HRM function was evaluated on those factors for which the actual 
responsibility rested with the operating managers. For example, empldyee retention, 
employee motivation etc. are influenced more by the actions of the operating manager 
rather than by HRM practices. 
These early measures of HRM performance were consistent with the role that the 
HRM function performed in organisations. The HR function was seen in a 'servant role' 
and was expected to work for operating managers. In this role HR personnel and the 
function were useful as long as they provided services to customers but stayed 'out of the 
way' of running the business. This explains the emphasis of the early measures of HR 
productivity on indicators such as meeting requests on time and with lower cost. 
In the past decade, HRM has moved towards emphasising the implementation of 
strategy. There has also been a shift in the focus of HRM from activities to outcomes. 
Traditional activity measures of success of the HRM function need to be replaced with 
the outcome measures of HR activities. The role of HRM has also evolved over time. 
Today, the HRM function is viewed as having an important role in helping operating 
managers build organisational capability for successfully accomplishing business 
strategies. 
The role of HR has moved way from working for operating managers to working 
with them and helping them work. In the new role, the traditional HR measures are 
inappropriate and irrelevant. Since HR professionals are now expected to provide 
solutions, measures such as cost per hire or efficiency are clearly insufficient to 
understand the success of HR performance. The evaluation of the role of HRM and the 
corresponding measures of evaluating HRM performance are given in table below. 
It is important to develop appropriate measures for evaluating the effectiveness of 
HRM so that it may demonstrate its strategic value to an organisation; establish its status 
as a strategic business partner and substantially contribute to business success. The 
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objectives of HRM should be tangible so that they can be translated into measures of HR 
success. 














to do w h^at the 




away from business 
decisions 
Measures based on 
administrative 
activities e.g., speed 
of response to 
customer requests, 
hiring graduates on 
time, number of 
benefit claims 
processed, cost per 
new hire etc. 
Progressive HRM 
To shape the 
success of business 
Viewed as 'partner' 




Part of strategic 
decision-making; 
expected to 
contribute to the 
decisions; 
considered an asset 
for the firm 
Measures 
emphasise HR's 




to defining the 
strategic direction 
of business, focus is 
on quality (not 
quantity) of HR 
contribution 
Truly Advanced HRM 
To lead the creation, 
preservation and 
utilisation of hviman 
and intellectual capital 
Viewed as primary 
source of competitive 
advantage and essential 
for success 
Very well respected in 
the firm; decide the 
direction business will 
take along with line 
managers 
Measures emphasise 
ability of HR to grow, 
retain and access 
intellectual capital, as 
well as knowledge of 
current and future 
employees of the 
organisation (turnover 
rates, number of 
positions needed to be 
filled externally due to 
lack of internal talent) 
Adapted from: Wintermanel and Matimore 1997 
The measures used to evaluate HRM performance should be consistent with the 
mission of the HR fimction. The HRM function must define its mission (why do we 
exist?), identify tangible objectiveness that can be translated into measures of their 
success (what should we do?) and determine strategies for achieving the objectives (how 
will we do it?). The measure used to evaluate the HRM function should determine 
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whether it was able to accomplish its objectives. For example, the HR function of a firm 
may have the mission 'Comer the market on the best software design talent'. Its 
objectives might include identifying at least three exceptional candidates for each 
available software design position. 
Another objective may be ensuring that the skills of the newly hired software 
designers are appropriate for implementing business strategies. The measures appropriate 
for this HR objective might include the number of qualified candidates available / 
interviewed for each software design position and the appropriateness of the skills of the 
newly hired managers (measured by the manager's satisfaction with skills). Measures 
such as cost per hire would be irrelevant here since they are inconsistent with the mission 
of the HRM fimction. 
Most measures of HR focus on the expenditure of resources because it is most 
easily tracked in accounting and financial reporting systems. However, there are certain 
problems inherent in financial and accounting measures of HR performance. Therefore, 
measures that emphasise the cost of operating HR fimction, staffing ratio (number of HR 
persormel per 100 employees) and so on should be used. These measures also track 
changes over time toward greater efficiency. However, these measures have several 
inherent problems. For example, staffing ratios and measures of resources expended do 
not indicate how wisely or effectively the resources are being used. To give an example, 
one firm may have one person in their training department for every 60 employees. 
Another firm may have one HR person for every 75 employees in a department that 
performs several other fiinctions along with training. Does this mean that the first has too 
many trainers? The answer depends on what the strategic approach of each firm is and 
the extent to which training is a source of competitive advantage. 
It is also possible to misinterpret ratios. When a firm makes a shift fi-om 
permanent employees to contractual hiring, the firm may appear to be more efficient. 
However, this may not always be actually true. To pursue the goal of efficiency, spending 
fewer resources and having fewer people becomes an end in itself Efficiency is defined 
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'in terms of the resources used to produce a product or service'. Since anything divided 
by zero is infinity, one way to make HR appear more efficient would be to shrink the 
denominator (the number of employees or the value of resources consumed). However, 
consuming fewer resources by itself does not always suggest efficiency. This is because 
such measures do not take into account how these resources are being used. To determine 
the efficiency of the HR function, the focus must be not only on seeing what it costs or 
how many people it employs, but also what it does. 
Other HR measures focus on the level of activity or effort. The number of people 
hired, number of people trained etc are the kinds of indicators used in this system. When 
the level of activity is taken as an indicator of HR performance, it does not reflect 
whether the activity is being performed effectively or whether organisational needs are 
being met. It is enough to state the number of employees hired or the price at which they 
are hired. Rather, it is important to hire people who will likely work for the firm for a 
long while. Similarly it is not enough to state the number of employees who were trained, 
but also that the employees trained were retained and resulted in improved organisational 
performance. 
Some organisations have started focusing on employee attitudes, staff turnover 
and employees satisfaction with HR services. Information about attitudes and satisfaction 
are obtained through surveys and interviews. Although obtaining information from the 
clients of HR is clearly advantageous, such response may be susceptible to varying 
biases. Firms may obtain useful measures related to employees which affect and 
perceptions of work environment. Yet these measures do not have much to do with the 
HR function, since employee attitudes and satisfaction are influenced more by line 
managers as compared to HR managers or the HR function. 
The HR function designs the HR practices but it is the line managers who 
implement them. Providing useful performance feedback to employees is largely up to 
peers or supervisors, not the HR managers. Other measures such as employee tiimover 
are also only indirectly influenced by the HR function. This is a pitfall in most measures 
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of HR effectiveness. As HR is a staff function, it lias very little direct effect on many of 
the HR measures. 





Expenditure of resources 
Level of activity /effort 
Employee attitudes 






Cost per hire, time to filll 
training costs, time taken to 
process grievances 
Percentage of employees 
leaving the firm 
Ratio of HR staff per 100 
employees 
Cost of HR function 
Benchmarks, number of 
people hired, number of 
people trained 
Satisfaction survey scores 
Extent to which the 
organisation must hire in the 
open labour market, speed of 
filling up positions internal by 
qualified candidates 
Cost per hire, number of 
resumes received 
Aimual cost of training 
Problems 
Do not reflect talent value, 
fixation on cost reduction can 
reject more expensive 
decision options that are of 
better value. 
More directly influenced by 
line managers only, 
indirectly influenced by HR 
managers 
Do not indicate how 
efficiently resources have 
been used 
Using fewer resources does 
not always suggest efficiency 
in utilisation 
Does not indicate effective 
HR performance, no way to 
know if organisation's needs 
are being met 
Influenced more by line 
managers, response obtained 
from employees are subject 
to bias. 
Influenced by whether line 
managers prepare 
subordinates for higher 
responsibilities. 
Influenced by factors outside 
of HR function 
May not be related to need 
for training and hence 
performance improvement | 
Adapted from: Pfiefer 1997 
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As what one measures is what one gets, it is important to develop appropriate 
measures of HR effectiveness, efficiency and value. Measures driven by HR are no 
longer sufficient. The HR driven measures are of value only to HR professionals. It is 
necessary to develop business driven HR measures (how HR can impact business 
success). The new HR measures are different from those traditionally used. 
Table 3.3: HR Practices and Possible Measures 











• Acceptance per offer ratio 
• Number of applicants contacted compared with those reporting 
for job interview 
• Time to fill a job 
• Cost of filling a job 
• Percentage of internally filled jobs 
• Performance of hired applicants 
• Ratio of backup talent (number of prepared backups in place 
for top jobs) 
• Cost per trainee hour 
• Percentage of employees involved in training 
• Number of courses taught by subject 
• Time for new programme design 
• Number of training days and programmes held per year 
• Acceptance of appraisal process by employees 
• Percent of employees receiving performance appraisal 
• Average merit increase granted by performance classification 
• Extent to which measurement systems are seen as credible 
• Lost work days 
• Cost of injuries 
• Incidence of injuries 
• Trends in workforce illness 
• HR competencies 
• Ratio of total employees to HR professionals (measure of 
productivity) 
• Ratio of rupees spent on HR fxmction to total sales 
• Administrative costs (efficiency of HR function) 
• Performance against the armual HR department budge 
Source: Ulrich 1997 
The range of available HR measures may be classified into three main clusters: 
internal operational measures, internal strategic measures and external strategic measures. 
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Internal operational measures check the effectiveness of the design and implementation 
of the HR practices of a firm. Internal operational measures are the traditional HR 
measures for which the HR function and persormel are and have been held accountable. 
These measures focus on the efficiency and quality of HR services, the speed of 
delivering HR practices and the quality of management of the overall HR function. 
Typical operational measures for HR practices may be divided into two types -
process measures and outcome measures. Examples of process measures are cycle time, 
quality and outcome measures. Levels of training evaluation, business impact of training 
and job offer acceptance ratios are examples of outcome measures. 
Table 3.4: Traditional HR Measures versus New HR Measures 
Traditional fiOt Measures >-^  
HH driven 
Activity oriented 
(what the HR function does and how much 
it does) 
Backward - looking 
(what has happened) 
Focus on individual HR practices 
(the performance of staffing practices, 
training and development practices etc.) 
^^:\- NiMv HR measures 
Business driven 
Impact oriented 
(how much the function improves business 
results) 
Forward - looking 
(diagnose processes and people capabilities 
to predict the future success of the firm) 
Focus on entire HR system taking into 
account the synergy of all HR practices. 
Adapted from: Berman (1997) 
Internal operational measures for HR function include the HR ratio (number of 
HR personnel to employee population), HR expenses as a percentage of operating 
expenses, the results of employee satisfaction surveys etc. Operational measures are 
appropriate when the HR function is seen as a cost centre. However, today when the HR 
function has become more aligned v^th business strategy, these traditional measures are 
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Internal strategic HR measures assess the effectiveness of HR practices in 
building organisational capabilities and enhancing employee satisfaction. Examples of 
organisational capabilities may include leadership effectiveness, competencies of 
employees, performance based culture etc. 
To measures and track employee satisfaction, firms may develop an employee 
satisfaction index and peg the bonuses of its managers to the employee satisfaction levels. 
For example. Motorola has developed an index called the individual dignity entitlement 
to measure the degree to which employee needs and expectations are met through HR 
practices. 
Human resource managers design and develop HR practices such as performance 
aporaisal, reward systems, promotion process etc. However, the effectiveness of HR 
practices depends on their implementation by line managers. Therefore, line managers 
should be held accountable for internal strategic measures. At Hewlett Packard (HP), for 
instance the line managers are responsible for people management. 
External strategic measures focus on the effectiveness of HR practices in 
obtaining satisfaction of key external stakeholders (customers and shareholders). Human 
resource practices are used to enhance satisfaction of customers and shareholders. To do 
so, organisations use various HR practices to build employee's understanding of the 
needs of customers. 
The key HR performance measure is the extent of change in customer satisfaction 
as a result of HR practices. Measures linking HR practices with shareholder satisfaction 
include return on net assets (RONA), ROI etc. HR professionals must understand how 
HR contributes to business success. A frame work is required to develop specific HR 
measures. The steps in the design and development of HR measures are discussed in 
Table 3.5. 
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Table 3.5: Steps in Design & Development of HR Measures 
Steps 
Determine the critical success factors 
of the firm 
Understand how HR can add value to 
the critical success factors 
Design appropriate HR measures to be 
aligned with the frame work 
Measures 
• Important business trends that impact 
the firm 
• Factors in current and future business 
environment that will determine firms' 
success or failure 
• The critical stakeholders 
• Resources that are scarce but important 
for the success of the firm. 
• Ways in which HR creates sustainable 
competitive advantage for the firm -
organisational capabilities (customer 
service, innovation etc.); intellectual 
capital; committed and competent 
employees; or loyal customers? 
• What contributes the highest value -
added / unique contribution of HR in the 
firm? 
• Develop HR measures that reinforce and 
accomplished the intended contribution 
ofHR 
• Measures that are easy to implement 
should be adopted only if they are useful 
and not because information on them in 
easy to collect 
• A 'weak' measure on the right issue is 
better than a 'strong' measure on the 
wrong issue. 
Adapted from: Yeung Berman 1997 
3.6.4 General approaches to HR Eevaluation 
The productivity and efficiency of any function can be measured by some 
combination of cost, time quantity or quality indices. The HRM function must develop 
measurement approaches that will help it demonstrate its contribution to the firm's 
performance and ensure its place as a strategic partner. 
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The goal of all HR measurement approaches is to focus on activities and decisions 
related to human resources and thus enhance organisational success. The key objective of 
any approach to HR measurement is to demonstrate the relationship between HRM and 
organisational outcomes and to use this understanding to improve the quality of HR 
decisions. Some of the general approaches to HR evaluation are discussed in the table 
given below: 





General Approaches to HR evaluation 
Stake holder / 
Audit Approach 
To determine the 
satisfaction of key 





effectiveness of HR; 
Absenteeism rate; 
CostofHRasa 
percentage of sales; 
Average number of 
days taken to hire an 
employee 
Utility / Analytical 
Approach 
Cost benefit analysis and 
determining financial 
utility of HR services 
Asset method: 
Value of employees (cost 
of training / total number 
of employees) 
Expense model: 
Economic effects of 





to the firm's performance 
(reward programme that 
improves productivity) 
cost benefit ratio: 
comparing benefits of 




HR functions as a 
strategic business unit 
and helps customers 
achieve maximimi value 
from HR products and 
services 
HR viewed as profit 
centre 
Quantitative measures: 
Decrease in turnover 
translated in financial 
terms to determine 
money value of training 
benefits 
Qualitative measures: 
Changes in employee 
satisfaction 
Adaptedfi-om: Greer 2001 
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Stake holder approach 
Also referred to as the audit approach, the stakeholder approach focuses on 
determining the satisfaction of key users with the services provided by the HR function. 
This is perhaps the most important indicator of HRM effectiveness. According to this 
perspective, HR will be considered successful if the stakeholders (employees, customers, 
unions, suppliers, shareholders etc.) report satisfaction wdth the HR function and its 
various practices. Typically, data for satisfaction with HR and for its perceived 
effectiveness is obtained through surveys or interviews. This approach is closely aligned 
with service orientation. 
Different stakeholders look for different goals. For example, share holders want 
ROI; employees want satisfying work environment, and customers want good service. 
Therefore the measures or criteria of effectiveness used include the degree of employee 
satisfaction measured through employee satisfaction surveys (ESS), cost effectiveness in 
delivery of HR practices, cost of HR as a percentage of sales, average number of days to 
hire an employee, absenteeism rates etc. 
Several firms use the stakeholders approach for evaluating HR. For example 
Xerox India Limited conducts an ESS every year involving all its employees. The results 
of the ESS are analysed to identify areas of improvement and teams are organised to 
develop action plans to improve performance in these areas and to implement these plans 
before the next ESS. The ESS becomes a monitoring index, since the impact of the action 
taken can be seen in the next poll. Standard Chartered Bank has begun to include 
employee survey results in their report to external stakeholders. Hewlett Packard India, 
Wipro Limited, American Express and 3M India Limited are some other companies that 
monitor ESS results. Maruti Udyog Limited tracks customers' satisfaction meticulously to 
enhance product and service quality. 
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Utility or Analytical Approach 
The utility approach translates quantitative measures of HR effectiveness into 
financial indices. This approach is also called HR financial valuation since it involves a 
cost benefit analysis and determines the financial utility of HR services. However, 
valuation of HR services poses a major problem because the HRM function does not 
quantify its activities in financial terms (how HR helps in improving profits, reducing 
costs or adding financial value). 
Expressing evaluation of HR in economic terms, nevertheless, is important 
b.;cause it is easily understood by managers from other functional areas and because 
organisation's himian resources are a source of competitive advantage. There are several 
optimal utility approaches that may be used by a firm to quantify the value from HR 
activities. These are the asset method, the expenses model, economic profitability and 
cost benefit ratio. 
Asset method treats employees as assets. The firm's investment in each employee 
(asset) is measured by the costs incurred on that employee, such as the cost of training. 
Thus, the values of employees are determined in a way similar to that of capital 
resources. The value of an employee may be expressed, for example, by dividing the cost 
of training by the total number of employees. Expenses model treats employees as an 
expense. It determines the economic effects of employee behaviour, such as absenteeism, 
job performance, turnover etc. New HR initiatives are assessed by the extent to which 
they favourably influence controllable costs. Controllable costs are for example, 
voluntary turnover. A new HR initiative may be seen as effective if it reduces voluntary 
turnover. 
Economic profitability measures the employee's contribution to the firm's 
profitability. For example, a compensation plan that rewards employees for increasing the 
firm's profits improves profitability more than a plan that pays a fixed salary to 
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employees. Cost benefits ratio compares the benefits of a HR activity to its cost. This is 
similar to calculating ROI. It helps justify a new HR programme. 
Although the utility approach provides an effective measure of HR activities, it is 
difficult to apply to several HR applications since it requires much resources and effort. 
Certain HR practices such as succession planning or career planning have strategic 
impact but are difficult to measure in quantitative terms. 
Business Consulting Approach 
This approach requires the HRM function to act as a business consultant and help 
formulate important policies in the organisation. Thus an effective HR is one that 
functions as a strategic business unit (SBU). It focuses on helping customers achieve 
maximum value fi-om HR products and services. Himian resource activities and practices 
are seen as services and products rather than just policies. For example, benefits resulting 
fi-om HRM programmes, such as decrease in turnover or improved performance, can be 
translated to financial terms by determining the money value of these benefits. According 
to this approach, the effectiveness of the HR function can be measiu-ed as a profit centre. 
It is quite possible though, to evaluate HR function as a cost centre. Different quantitative 
and qualitative measures can be used to measure a firm's HR effectiveness. However 
excessive dependence on quantitative measures of evaluation may not be useful. 
Qualitative measures such as changes in the employees' satisfaction can also be good 
indicators of the effectiveness of HR. These approaches are not mutually exclusive; some 
of the effectiveness measures may fit more than one category. 
3.6.5 Contemporary Approaches to HR Evaluation 
Some other general evaluation approaches have also been applied to HR practices 
in recent years. These include the Balanced Scorecard, HR Scorecard, Benchmarking and 
the Business Excellence Model. 
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• Diagnostic tool that ensures that companies utilise the right 
processes and people to improve the performance of both 
customers and the business. 
• Measures the satisfaction of investors, customers and 
employees the three key shareholders - because that is the key 
to business success. 
• Helps measure overall business performance. 
• Ensures that the results of each activity will be aligned 
towards the achievement of organisations strategic goals. 
• Assess the value oftheHR function. 
• Measures the contribution of HR to the financial success of 
the firm. 
• HR audits are conducted; it assesses the maturity of HR 
systems, HR competencies, culture, business linkage and 
assigns a score to each of these. 
• An approach to monitoring and evaluating HR performance. 
• Compares selected performance indicators from different 
organisations, typically in the same industry or with 
comparable organisations that are considered best in class. 
• Helps an organisation know how well its HR practices 
compare with the 'best' HR practices in other, more 
successful, organisations. 
• Assists organisations in achieving excellence through 
continuous improvements in the management and 
deployment of processes. 
• Covers all the areas for business success and serves as a 
blueprint for total organisational performance. 
• Anchored in quality management. 
• Focus of BEM questionnaire is on 'generic' design and not 
on the specific strategic goals of the organisation. 
• Less useful that the Balanced scorecard as it is an 
organisation specific management tool. 
• Used as a diagnostic tool by organisations. 
Balanced Scorecard first appeared in the results of a multi-company research 
study conducted in the US in 1990. The study was a reaction to the growing 
dissatisfaction with traditional financial measures as the main measure of corporate 
performance. It identified the need to develop a system based on an understanding of 
actual performance measured against key strategic goals. This came to be called the 
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Balanced Scorecard. It was popularised by Kaplan & Norton in 1992. It is based on the 
stakeholder approach and defines what it takes for a company to succeed. 
Every business has multiple stakeholders. The business must interact with all 
stakeholders to function smoothly. According to the Balanced Scorecard, if a business is 
to be considered successful, it must satisfy the requirements of three stakeholders -
investors, customers and employees. The investors want financial performance, measured 
by economic profitability, market value and cash flow. The customers, who use the 
products or services of the firm, want quality and service, measured by market share, 
customer commitment, customer retention etc. The employees of a firm want a good 
working environment, measured by employee and organisational actions. 
The scorecard expresses the company strategy as a set of measurable goals. The 
goals take into account all the three stakeholders mentioned above. The scorecard helps 
the managers to focus on the actions required to achieve these goals and thus it helps the 
organisation in achieving the strategic goals. The balanced score card results in a clearly 
defined statement of vision and strategy; a set of measurable goals with clearly specified 
and agreed targets and a set of priority initiatives linked to the goals and targets. 
Generally, however, the information fi-om the balanced scorecard does not directly lend 
itself to cross industry comparison or other activities such as benchmarking. The 




METHODOLOGY OF RESEARCH 
4.1 Introduction 
The chapter discusses the various aspects related to the methodology of research 
adopted for this present study. The first part of this chapter relates to the research 
objectives and research questions framed for the purpose of this study. Section 4.2 
describes the research design based on the research questions and gives the theoretical 
foundations hypothesised in the study. Section 4.3 presents the purpose of adopting a 
questionnaire for the conduct of this study. 4.4 describe the survey procedure and results. 
Finally, Section 4.5 summarises this chapter. 
Later, research problem has been stated, scope of study defined and operational 
definitions have been highlighted. The formulation of research objectives, research 
design, sample design, methods of data collection and accompanying problems are stated 
next. Finally the pattern adopted for quantitative analysis and interpretation and the 
limitations of the present study have been outlined. 
4.1.1 Research Objectives: 
The research had many objectives but for our purpose it can be broadly classified into 
two main research objectives. 
1. To make a comparative study of emerging trends of strategic human resource 
management in the different sub-sectors of IT industry in India. 
2. To identify the competencies required by HR managers in helping their 
organisations achieve competitive advantage in the different sub-sectors of the 
Indian IT industry. 
4.1.2 Research Questions 
On the basis of the above research objectives, extensive literature review, 
brainstorming sessions with the researcher's supervisors and formal discussions with 
practicing HR Managers in the different sub-sectors of the IT industry in Chennai, five 
research questions have been proposed. They are as follows: 
Question 1: Whether level of agreement on the role of Strategic Human Resource 
Management in delivering competitive advantage is influenced by the 
demographics of HR Managers such as gender, age, educational qualification, 
total experience and experience in present position and the sub-sector of IT 
Industry to which they belong? 
Question 2: Whether level of agreement on linkage between Human Resource 
Management and Business Strategies is influenced by demographics such as 
gender, age, educational qualification, total experience and experience in present 
position ofHR managers and the sub-sector oflTIndustry to which they belong? 
Question 3: Whether level of agreement on implementation of Strategic HRM 
which helps firms achieve competitive advantage is influenced by demographics 
such as gender, age, educational qualification, total experience and experience in 
present position ofHR managers and the sub-sector of IT Industry to which they 
belong? 
Question 4: Whether level of agreement on how vertical fit and horizontal fit 
would help firms achieve competitive advantage is influenced by demographics 
such as gender, age, educational qualification, total experience and experience in 
present position ofHR managers and the sub-sector of FT Industry to which they 
belong? 
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Question 5: What kind of competencies are required by HR Managers in the 
different sub-sectors of IT Industry in India in order to help firms achieve 
competitive advantage? 
4.2 Research Design 
Research design can be thought of as the structure of research - it is the "glue" 
that holds all of the elements in a research project together. The purpose of research 
design is to connect the questions to the data. Research design acts as a mediator between 
the two, showing how the research questions will be connected to the data to be collected 
and the tools and procedures to be used in answering them. Hence it is required that 
research design must follow from the questions and fit the questions with data. The 
design is the basic plan for a research and includes main ideas such as strategy, sample 
and the tools and procedures to be used for collecting and analysing empirical data 
(Punch, 2000). 
4.2.1 Research Strategies 
For conducting any research, two types of data could be used - qualitative and 
quantitative. These two types of data have their own strengths and weaknesses. The 
qualitative data derived from interview and observations typically takes the form of large 
corpus of unstructured textual materials which are not straightforward to analyse. 
However it allows researchers to study certain selected issues in great depth and detail. 
Undertaking fieldwork without being constrained by predetermined categories of analysis 
contributes to the depth, openness and detail of qualitative inquiry. The quantitative data 
on the other hand, is data measured or identified on a numerical scale. Numerical data 
can be analysed using statistical methods and results can be displayed using tables, 
charts, histograms and graphs. For example, a researcher will ask a questions to a 
participant that include words how often, how many or percentage. The answers from the 
questions will be nimierical. After the data is collected the researcher will make an 
analysis of the quantitative data and produce statistics. Quantitative data requires the use 
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of standardised instruments so that the varying perspectives and experiences of people 
can fit a limited number of predetennined response categories, to which numbers are 
assigned. The advantage of a quantitative data is that it is possible to measure the 
reactions of a great many people to a limited set of questions, thus facilitating comparison 
and statistical aggregation of the data. This gives a broad, generalised set of findings 
presented concisely and prudently. 
By contrast, a qualitative data typically produces a wealth of detailed information 
about a much smaller number of people and cases. This increases understanding of the 
cases and situations studied but reduce generalisation (Patton, 1990). 
A number of research strategies are available for conducting social sciences 
research such as experiments, surveys, histories, case studies and the analysis of archival 
information. The kinds of research strategies adopted in a study should be dependent on 
three conditions: The type of research questions, the control an investigator has over 
actual behavioural events and the focus on contemporary, as opposed to historical 
phenomena. However, the first and most important condition for differentiating among 
the various research strategies is to identify the type of research questions being asked 
(Yin, 1989). Based on the five research questions proposed in this study, the research 
strategy of a literature review, questionnaire survey was adopted in this research. The 
explanations for adopting such research strategies are presented in the following sub-
sections. 
4.3 Questionnaire Survey 
The first and second research questions - "Whether level of agreement on the role 
of Strategic Human Resource Management in delivering competitive advantage is 
influenced by the demographics of HR Managers such as gender, age, educational 
qualification, total experience and experience in present position and the sub-sector of IT 
Industry to which they belong?" and "Whether level of agreement on linkage between 
Human Resource Management and Business Strategies is influenced by demographics 
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such as gender, age, educational qualification, total experience and experience in present 
position of HR managers and the sub-sector of IT Industry to which they belong?" are 
descriptive in nature. 
According to Punch (2000), a descriptive study sets out to collect, organise and 
sununaries information about the matter being studied; it is concerned wdth making 
complicated things understandable. For imderstanding these two questions and answering 
them, a survey method was the best strategy. The survey method helped in detailed 
understanding of whether level of agreement on the role of strategic human resource 
management in delivering competitive advantage is influenced by the demographics of 
HR Managers such as gender, age, educational qualification, total experience and 
experience in present position and the sub-sector of IT Industry to which they belong and 
whether level of agreement on linkage between human resource management and 
business strategies is influenced by demographics such as gender, age, educational 
qualification, total experience and experience in present position of HR managers and the 
sub-sector of IT Industry to which they belong. 
The third research question - "Whether level of agreement on implementation of 
Strategic HRM which helps firms achieve competitive advantage is influenced by 
demographics such as gender, age, educational qualification, total experience and 
experience in present position ofHR managers and the sub-sector of IT Industry to which 
they belong? " required an examination of whether Strategic HRM is being implemented 
in Indian IT firms and if so in what ways it helps firms in achieving a competitive 
advantage. Thus, a questionnaire survey was the most appropriate strategy to answer 
this research question. The greatest advantage of a questiormaire survey is its lower cost 
compared to other methods. A questionnaire survey can be used only when the objective 
of the study is clear and not complex (Bourque & Fielder, 1995). In the area of strategic 
HRM formulation and implementation, much research has been conducted using 
questionnaire surveys to collect information (e.g.. Dyer, L. & Reeves, T. (1.995); Delery, 
J.E. (1.998); Vadera, Abhijeet & Aguilera, Ruth V. V., 2007). These researchers tested 
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the extent and effects of strategic HRM formulation and implementation in achieving 
competitive advantage using questionnaire surveys. 
Generally, questionnaires are used to obtain a large database of strategic HRM 
information with a low level of details. In this study, the questionnaire survey was used to 
obtain information about strategic HR formulation and implementation in the different 
sub-sectors of Indian IT organisations so as to understand the dimensions influencing the 
emergene of strategic HRM.. 
The fourth research question is ''Whether level of agreement on how vertical fit 
and horizontal fit would help firms achieve competitive advantage advantage is 
influenced by demographics such as gender, age, educational qualification, total 
experience and experience in present position ofHR managers and the sub-sector of IT 
Industry to which they belong? " This questions required inputs on how companies can 
achieve competitive advantage by paying attention to horizontal and vertical fits, current 
practices of horizontal and vertical fits, problems and difficulties of having horizontal and 
vertical fits and effects of horizontal and vertical fits on HR fiinctioning in the different 
sub-sectors of the Indian IT industry. Such inputs will help in having an understanding of 
the dynamics of horizontal and vertical integration. This question was also addressed 
using a survey method. 
In the research area of strategic HRM formulation and implementation, some 
researchers used structured interviews and open ended questionnaires surveys to develop 
their strategic HR formulation and implementation frameworks (e.g., Dyer & Holder, 
1988). In order to identify the strategic HRM formulation and implementation process, 
the researcher conducted a review of existing literature on the subject. The review was 
not only confined to personnel management / human resource management but extended 
to include strategic management, finance, marketing and quality. Various aspect covered 
in the study include contribuiion to added value, contribution to competitive advantage 
and the impact of HRM on business performance. 
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4.3.1 Review of Contemporary Literature 
This study started with an extensive review of Strategic HRM literature like 
contributions made by Arthur, Becker et al, Chadwick & Capelli, Delaney & Huselid, 
Ichniowski et al, Koch & McGrath, MacDuffie, Patterson et al, Youndt et al, 1996, the 
two models of strategic HRM - the business-oriented model and the strategic fit model 
and the others conducting research in the field of strategic HRM. The concept of 
strategic HRM adopted in this study was defined as: broad organisational concerns 
relating to changes in structure and culture, organisational effectiveness and performance, 
matching resources to fiiture requirements, development of distinctive capabilities and 
the management of change in order to formulate and implement strategic HRM. 
In this study, it has been seen that the emergence of strategic HRM in the different 
sub-sectors of the IT Industry depends on six factors which are as follows: 
• Strategic Planning Process 
• Organisational Culture 
• Integration of HR strategy with overall corporate strategy 
• Vertical integration 
• Horizontal integration 
• Status enjoyed by the HR function 
To formulate and implement strategic HRM merely means that top management 
and HR managers should focus attention on these six factors through a set of practices / 
techniques. Thus strategic HRM formulation and implementation is the combination of 
the above mentioned 6 constructs. 
The questionnaire included demographic information needed to assess influence 
of gender, age, educational qualification, total experience, experience in present position 
and the sub-sector of IT Industry to which HR managers belong on the various 
dimensions of strategic HRM. 
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In order to carry out the empirical investigation the researcher has established the 
conceptual framework on the basis of 6 constructs identified after extensive literature 
survey. A focus on these 6 factors would help the company to achieve competitive 
advantage together with increased performance, increased customer and employee 
satisfaction and enhanced shareholder value. These are considered to be the primary 
dimensions in the sense that they are directly related to improvement in the way in which 
HR could add value to the organisation. The same dimensions appear, more or less 
explicitly, in almost all of the studies on strategic HRM, (Arthur, Becker et al, Chadwdck 
& Capelli, Delaney & Huselid, Ichniowski et al, Koch & McGrath, MacDuffie, Patterson 
et al, Youndt, etc.). 
The different approaches to strategy formulation reflect different ways to manage 
change and different ways to bring the people part of the business in line with business 
goals. However, coherent and integrated HR strategies are only likely to be developed if 
the top management team understands and acts upon the strategic imperatives associated 
with the employment, development and motivation of people. This will be achieved 
more effectively if there is a HR Director who is playing an active and respected role as a 
business partner. A further consideration is that the effective implementation of HR 
strategies depends on the involvement, commitment and co-operation of line managers 
and staff generally. Thus to implement strategic HRM is merely to implement these 
constructs, which occur through a set of practices such as HR playing the role of Change 
Agent, HR Strategist, Business strategist, HR functional Aligner, Partner to General 
Managers, Problem Solver and Consultant. The figure below displays the decomposition 
of Strategic HRM formulation and implementation. 
There are practices that can support the formulation and implementation of 
strategic HRM. The conceptual definitions of the constructs and the practices that support 
their implementation are presented in the following sub-section. 
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Implemenllng ForiniUa i^iig and Implementing a 
•*• '*'ftKi"W|P*5?w •* • set of Dradiies 
Figure 4.1: A Decomposition Model of Strategic HRM implementation 
4.4 Strategic HRM Constructs 
4.4.1 Strategic Planning Process 
To some firms, strategic planning is a way of life. To others, it's an exercise. To 
almost all, it's a requirement. Firms follow a continuous, three step strategic planning 
process. Strategic planning allows firms to map out where they are, where they want to 
go and how they plan to get there. 
The strategic planning process varies fi"om firm to firm. On one end of the 
spectrum are the firms which have very collaborative processes involving senior 
management, line supervisors and employees and stakeholders throughout the entire 
process. On the other end are the firms which develop plans at the top management level 
with little input fi'om the line or stakeholders or that plan fiinctionally, having each 
programme office submit its own goals and strategies with little to no collaboration 
among offices. The typical strategic planning process is a mixture of these. 
In today's highly competitive business environment, budget-oriented planning or 
forecast-based planning methods are insufficient for a large corporation to survive and 
prosper. The firm must engage in strategic planning that clearly defines objectives and 
assesses both the internal and external situation to formulate strategy, implement the 
strategy, evaluate the progress and make adjustments as necessary to stay on track. A 
simplified view of the strategic planning process is explained below. 
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Mission and Objectives 
The mission statement describes the company's business vision, including the 
unchanging values and purpose of the firm and forward-looking visionary goals that 
guide the pursuit of future opportunities. 
Guided by the business vision, the firm's leaders can define measurable financial 
and strategic objectives. Financial objectives involve measures such as sales targets and 
earnings growth. Strategic objectives are related to the firm's business position and may 
include measures such as market share and reputation. 
Environmental Scan 
The environmental scan includes the following components: 
• Internal analysis of the firm 
• Analysis of the firm's industry (task environment) 
• External macro environnent (PEST analysais) 
The internal analysis can identify the firm's strengths and weaknesses and the 
external analysis reveals opportunities and threats. A profile of the strengths, weaknesses, 
opportunities and threats is generated by means of a SWOT analysis 
An industry analysis can be performed using a framework developed by Michael 
Porter known as Porter's five forces. This framework evaluates entry barriers, suppliers, 
customers, substitute products and industry rivalry. 
Strategy Formulation 
Given the information from the environmental scan, the firm should match its 
strengths to the opportimities that it has identified, while addressing its weaknesses and 
external threats. To attain superior profitability, the firm seeks to develop a competitive 
advantage over its rivals. A competitive advantage can be based on cost or 
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differentiation. Michael Porter identified three industry independent generic 
strategies from which the firm can choose. 
Strategy Implementation 
The selected strategy is implemented by means of programmes, budgets and 
procedures. Implementation involves organisation of the firm's resources and motivation 
of the staff to achieve objectives. 
The way in which the strategy is implemented can have a significant impact on 
whether it will be successful. In a large company, those who implement the strategy 
likely will be different people from those who formulated it. For this reason, care must be 
taken to communicate the strategy and the reasoning behind it. Otherwise, the 
implementation might not succeed if the strategy is misunderstood or if lower-level 
managers resist its implementation because they do not understand why the particular 
strategy was selected. 
Evaluation & Control 
The implementation of the strategy must be monitored and adjustments made as 
needed. Evaluation and control consists of the following steps: 
1. Define parameters to be measured 
2. Define target values for those parameters 
3. Perform measurements 
4. Compare measured results to the pre-defined standards 
5. Make necessary changes 
The management of hxunan resources is an integral part of how a firm is going to 
achieve its mission goals. Without people, there is no one to do the work. Therefore, 
integrating HRM into the firm's strategic plan is the first step in aligning it with the 
mission. However not many firms' strategic plans address HRM's role in mission 
accomplishment and in others it is still evolving. When looking at the actual placement of 
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HRM in strategic plan discussions, they are generally segregated. Considering that a 
firm's mission cannot be achieved without its people, this is an important point. Could 
this be an indication that human resources management is not yet recognised as a critical 
contributor to firm's mission accomplishment? In any case, it is clear that though there is 
some exceptions full HRM integration into firm's strategic plans has not yet been 
realised. 
The human resources issues addressed in firm's plans provide insight into what 
aspects of human resources management are most important to achieving overall 
corporate objectives. In reviewing the plans, it is clear that diversity, recruitment, 
retention, employee development and workforce quality are the major areas of interest. 
Although these could be looked at as process or output programmes, when they are 
designed and implemented well, they lead to the ultimate result: the right people, with the 
right skills, in the right positions to carry out the firm's mission. 
There is no single approach to developing a Human Resources Strategy. The 
specific approach will vary from one organisation to another. Even so, an excellent 
approach towards HR Strategic Management System is evident in the model presented 
below. This approach identifies six specific steps in developing a HR Strategy: 
1. Setting the strategic direction 
2. Designing the Human Resource Management System 
3. Planning the total workforce 
4. Generating the required human resources 
5. Investing in human resource development and performance 
6. Assessing and sustaining organisational competence and performance 
The six broad intercoimected components of this system consist of three planning 
steps and three execution steps. The top three components represent the need for 
planning. Organisations must determine their strategic direction and the outcomes they 
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seek. This is usually accomplished with some form of strategic planning. Classic strategic 
planning is a formal, top-down, staff-driven process. 
Strategic Direction 
The strategic direction 
& outcomes that the 
organisation seeks to 
achieve^ I 
Assessing & Sustaining 
Organlsatlonai Competence & 
Performance 
Measuring the organisation's 
progress towards its desired 
outcomes and adjusting the 
system accordingly 
HRM System 




Planning the Total Workforce. 
Deciding the numbers and 
competence of personnel the 
organisation requires 
t 
Generating Required Human Resources 
Attracting, accessing and initially assigning the 
people needed in tfie organisation's total 
wort<force 
t I 
Investing in Human Resource Development & Performance 
Developing & reinforcing competence and perfonnance in individual groups and teams in the 
organisation's total workforce 
Figure 4.2 : Source : A Strategic Human Resource Management System for the 21st 
Century. Naval Personnel Task Force, September 2000 
When done well, it is workable at a time when external change occurs at a more 
measured pace. However as the pace and magnitude of change increases, the approach to 
strategic planning changes substantially: 
• First, the planning process is more agile; changes in plans are much more frequent 
and are often driven by events rather than made on a predetermined time 
schedule. 
149 
• Second, the planning process is more proactive. Successful organisations no 
longer simply respond to changes in their environment, they proactively shape 
their environment to maximise their own effectiveness. 
• Third, the planning process is no longer exclusively top-down; input into the 
process comes from many different organisational levels and segments. This 
creates more employee ownership of the plan and capitalises on the fact that often 
the most valuable business intelligence can come from employees who are at the 
bottom of the organisational hierarchy. 
• Lastly, the strategic plarming process is less reactive and more driven by line 
leadership. 
Once strategic plaiming is under way, a process must be undertaken by the 
organisation to design and align its HRM policies and practices to provide for 
organisational success. The remaining step in planning is to determine the quality and 
quantity of human resources the organisation needs for its total force. 
The rest of the HR strategic system exists for and is guided by these plans, 
policies and practices. These execution components contain mechanisms that generate the 
correct skill sets, invest in staff development and performance and productively employ 
them in the organisation. The last component provides a means to assess and sustain the 
competence and performance of the organisation and the people in it with regard to 
outcomes that the organisation seeks. 
4.4.2 Organisational Culture 
Organisational cultvire has been defined by Fumham & Gunter (1993) as 'the 
commonly held beliefs, attitudes and values that exist in an organisation'. The pattern of 
values, norms, beliefs, attitudes and assumptions may not have been articulated but will 
shape the ways in which people behave and things get done. Values refer to what is 
believed to be important about how people and organisations behave. Norms are the 
unwritten rules of behaviour. 
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The definition emphasises that organisational culture is concerned with the 
subjective aspect of what goes on in organisations. It refers to abstractions such as 
values and norms which pervade the whole or part of a business. These may not be 
defined, discussed or even noticed. Nevertheless, cultxire can have a significant influence 
on people's behaviour. 
Culture represents the 'social glue' and generates'we-feeling', thus counter-acting 
processes of differentiation which are an unavoidable part of organisational life. 
Organisational culture offers a shared system of meaning which is the basis for 
communication and mutual understanding. If these functions are not fulfilled in a 
satisfactory way, culture may significantly reduce the efficiency of an organisation. It 
could be argued that a 'good' culture exerts a positive influence on organisational 
behaviour. It could help to create a 'high-performance' culture, one that will produce a 
high level of business performance. A good culture is consistent with its components and 
shared amongst organisational members and it makes the organisation unique, thus 
differentiating it from other organisations (Fumham & Gunter, 1993). 
However, a high performance culture means little more than any culture that will 
produce a high level of business performance. The attributes of cultures vary 
tremendously by context. The qualities of high performance culture for an established 
retail chain, a growdng service business and a consumer products company that is losing 
market share may be very different. Further, in addition to context differences, all 
cultures evolve over time. Cultures that are 'good' in one set of circumstances or period 
of time may be dysfunctional in different circumstances or different times. Because 
culture is developed and manifests itself in different ways in different organisations, it is 
not possible to say that one culture is better than another, only that it is dissimilar in 
certain ways. There is no such thing as an ideal culture. We can have only an appropriate 
culture. This means that there can be no imiversal prescription for a culture management 
strategy, although there are certain approaches that can be helpful. 
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Strategies for culture management are about the achievement of long-term 
objectives for either changing the culture in specified ways or for reinforcing the existing 
culture of an organisation, its values and the way things are done. Culture change 
strategies will be concerned with how the culture of the organisation can be moved from 
a present state to future desired state. The strategy will be based on an analysis of the 
present culture and the extent to which it supports the achievement of business goals. 
This should identify areas where changes are deemed to be desirable. These changes can 
then be specified and plans developed from them to be implemented. 
Values and culture of a firm impact the vertical fit. Organisational culture and 
values shape the HRM practices (Bowen & Ostroff 2004). The influence of values and 
culture on vertical fit is mainly reflected in how quick or good the strategy can be merged 
into the designing of HR practices that are compatible with the strategy. Development of 
a strategy compatible to HR practices is affected by corporate values and culture, partly 
because the HR system takes on an advisory or consultancy role in the management 
structure of a firm. If the contribution of the HR function is deemed as minor or 
imimportant, it is difficult to induce the efforts of the HR managers to design a series of 
HR practices according to corporate strategy. 
Even if the HR department is self motivated to provide a set of strategy 
compatible to HR arrangements, the adoption and implementation of these HR activities 
may become problematic due to lack of enough support from the top level managers, who 
are representatives of the values and the unique culture of a firm (Wei & Lau 2005). 
Furthermore, the importance of values and culture of a firm for vertical fit can be 
reflected in the speed of achieving vertical fit. Indeed, the HR system of an organisation 
is relatively stable and difficult to change quickly due to inertia (Wright & McMahan 
1992). Consequently, when a new strategy is formulated, the adjustment or redesign of 
the former HR system cannot emerge automatically. However, the values and the culture 
system of an organisation that emphasises a quick followdng of those functional 
departments with renewed strategy will benefit from the vertical fit process, with an 
immediate adjustment toward designing and adopting an optimal HR practice 
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arrangement. Similarly, an organisational atmosphere advocating a higher extent of fit 
between strategy and HR practices will be advantageous to the realisation of vertical fit 
for an organisation. 
Since the early 1980s, human resource managers have been receiving two 
messages regarding how to increase the competitive capacity of their organisations. The 
first of these messages refers to the importance of developing a "strong" culture that 
supports the organisation's competitive strategy. The second message stresses that at a 
time in which competition among businesses centers on the possession and development 
of knowledge, the manner by which those who possess this knowledge (employees) are 
managed can be an important source of competitive advantage. In other words, two key 
factors for success in today's competitive environment are continuously espoused to be an 
organisation's cultiire and its HR practices, both of which influence the behaviour of 
organisational members. 
Despite the continued insistence on this double message, the problem that 
confi-onts practitioners is how to put these ideas into practice. There are numerous articles 
that explain how to develop a "strong" organisational culture (Deal & Kennedy, 1982; 
Ouchi, 1981; Peters &. Waterman, 1981), as well as references showing the positive 
impact that carefully designed HR policies can have on organisational efficiency 
(Devanna, Fombrun, & Tichy, 1984; Truss & Gratton, 1994; Wright & McMahan, 1992). 
Unfortunately, if practitioners want more than general affirmations and 
recommendations, it is difficult for them to find a practical tool that actually permits them 
to link their organisational culture and HR practices with the strategic objectives of their 
businesses. Given that an organisation has clearly established objectives, there still 
remain questions that are particularly difficult to resolve, such as: 'What can an 
organisation do to ensure that its culture supports its mission and vision statements'. 
Survey of literature shows that organisations can achieve a strategic culture 
through two processes: One the careful planning of HR practices that promote 
behavioural norms necessary for achieving the organisation's strategy and two, the 
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deliberate selection of candidates who share the desired values that reinforce the 
organisation's cultural norms. 
4.4.3 Integration of HR Strategy with overall Corporate Strategy 
Recognition of the link between corporate and business strategies and strategies 
related to the people function is not new. McKinsey's 7-S framework that emphasised the 
need for the alignment of seven organisational variables (superordinate goals, strategy, 
structure, systems, staff, skills and style) for organisational effectiveness. Today the 
importance of people to organisational success has multiplied as businesses have become 
more knowledge and technology driven. As a result, even strategy gurus, who typically 
talk about esoteric topics like transnational corporations and integrated networks, today 
emphasise the importance of the "individualised corporation". 
Corporate strategy refers to decisions on what business to enter, what businesses 
to retain in the portfolio and those to exit fi-om. It specifically directs attention at how the 
corporate office can add value to the diverse businesses in the portfolio so that their value 
as a part of the corporation exceeds the value they would have as free-standing 
businesses. 
Business strategy focuses on achieving competitive advantage on a sustained 
basis. There are two generic routes to competitive advantage. One by being the lowest 
cost producer or by havig product differentiation with a price premium. The four generic 
building blocks of building a competitive advantage are superior efficiency, superior 
quality, superior customer responsiveness and superior innovation. 
Companies achieve these drivers of competitive advantage through the creation of 
distinctive competencies. Distinctive competencies are built through resources and 
capabilities. Most resources are created by deliberate actions by the organisation. This is 
true of tangible resources like buildings, plant and machinery, as well as intangibles such 
as brands, patents and technological know-how. Capabilities are a company's skill at co-
ordinating its resources and using them productively. These capabilities get embedded in 
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an organisation's routines and processes. By their vary nature, capabilities are more 
difficult to copy or imitate as they are often the result of a complex interaction between 
the structure, systems and values of an organisation. Though it is sometimes difficult to 
explain post facto how exactly a capability was created or for an organisation to re-trace 
the path traversed by another organisation that enabled the latter to create certain 
capabilities, it is possible for an organisation to take deliberate actions to create 
capabilities. The deliberate actions taken to create resources and capabilities spring from 
the fiinctional strategies adopted by an organisation. 
Cost leadership typically involves a focus on volumes and efficiency with a close 
relationship between producing more and earning more. In such cases it is relatively easy 
to structure incentive systems that align individual and business interests. Typically, 
human resource strategies for companies competing on a differentiation plank tend to be 
more complex. Differentiation is much more dependent on value created through research 
and development and product development and on the marketing end of the value chain. 
Performance measurement takes place on many more dimensions and it is therefore more 
challenging to align individual and business interests. 
Changes in business strategy however, pose interesting problems for HR Strategy. 
Consider the case of Tate Consultancy Services (TCS), India's largest and highly 
successful software company. TCS have always been well known for its good training 
programmes that enabled engineers from diverse disciplines to become productive 
software programmers wdthin a short period of time. In the days of body 
shopping, TCS was seen by students on engineering campuses as a passport to the US. 
After a few assignments with TCS, many of them found jobs in the US, often with the 
very companies where they were working for TCS. 
However, some principles of human resource strategy transcend business strategy 
concerns. At times of crisis or major environmental shift, it is the goodwill and 
commitment of employees that can be a major source of resilience. Such goodwill and 
commitment can not be engendered through a confrontational human resource policy. 
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Transparency and fairness on a continuing basis are essential to create the reservoir of 
goodwill that makes employees willing partners in organisational transformation. 
This lesson comes out most clearly from the case of the legendary motorcycle 
company, Harley-Davidson. One of the top performers on the US stock market (its 
returns to investors in recent years exceed those of industry icons like GE), Harley-
Davidson went through a particularly rough patch in the mid-1980s as its productivity 
levels and frequency of new product introductions fell behind those of Japanese 
competitors. A sense of complacency had crept in, inducing the then CEO Rich Tee link 
to initiate a major organisational transformation. 
A part of this transformation included employees at all levels taking greater 
ownership for their respective activities and being more involved in the decision-making 
process. Harley-Davidson was able to make this transformation to a highly empowered 
and self-governing organisation because of the tremendous credibility the CEO and his 
top management team enjoyed with the rank and file of the organisation. This credibility 
was the result of years of plain speaking and a culture of opeimess and transparency. 
HRhas come centre stage in Indian traditional business houses which were 
exposed to global competition for the first time in the last decade. Increasingly, questions 
are being asked about what value the business group adds to each individual business. 
Most groups have focused on HR as an area for change - the Aditya Birla group and 
the RPG group are two examples of prominent business houses that have made visible 
and substantive interventions in the HR arena towards increasing professionalisation, 
independence in operational decision-making, greater transparency in performance 
measurement and market-linked compensation. Some groups like the Tatas recognised 
early that HR initiatives were a powerful way for the group to create value - the creation 
and running of the TMTC; the Tata Administrative Service; support for XLRI; and an 
industry-renowned Graduate Engineer Training Scheme at Tata Steel and Telco. 
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For companies with otherwise strong HR strategies like the software majors, the 
new challenges for HR are likely to be on a fresh dimension of corporate strategy -
mergers and acquisitions. For the last two years, there have been persistent reports 
that Infosys is on the verge of making an acquisition. One of the concerns in the mind 
of Infosys CEO Narayana Murthy must be the ability to effectively integrate any acquired 
company given the strong culture prevailing in Infosys. Research on the success and 
failure of M&A has consistently found post-merger integration to be a significant factor 
in the success of a merger or acquisition. Companies that have grown through 
acquisitions like Cisco Systems have specialised groups that focus on these integration 
issues. 
4.4.4 Vertical integration 
Vertical integration or fit means that HR strategies should be congruent with 
business strategies, match the firm's stage of development, take account of organisational 
dynamics and should be in line with the characteristics of the organisation. These can be 
classified as contingency models (Marchingon & Wilkinson, 1996). Where the fit refers 
to the link between the business strategy and HR strategy, it may be called as 'vertical 
integration'. 
The whole concept of strategic HRM is predicated on the belief that HR strategies 
should be integrated with corporate or business strategies. Miller (1989) believes that for 
this state of affairs to exist it is necessary to ensure that management initiatives in the 
field of HRM are consistent with those decisions taken in other ftmctional areas of the 
business and consistent with an analysis of the product-market situation. The key is to 
make operational the concept of 'fit' - the fit of human resource management with the 
strategic thrust of the organisation. The development of operational linkages is an 
important characteristic of strategic HRM. Tyson & Witcher (1994) consider that 'human 
resource strategies can only be studied in the context of corporate and business 
strategies'. This would require the firm to concentrate on developing congruence with 
business strategies which means aligning HR strategies to the strategic orientation of the 
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firm. Different orientations establish the need for different types of people and require 
changes in approaches to investing in the firm's human capital. The most familiar 
classification of strategic orientation is that of Porter (1985) who distinguished three 
generic approaches: innovation, quality and cost leadership. 
It may also be necessary to match the stage of the firm's development with the 
HR strategy which means the business strategies appropriate to each stage of the life 
cycle of the business, namely start-up, maturity, decline or degeneration, regeneration or 
transformation have to be evolved. Clearly the business strategies and therefore the HR 
strategies will differ, say between a firm opening up on a greed-field site and one that is 
forced to embark on a comprehensive transformation programme. 
Since changes are inevitable in today's organisations, the dynamics of 
organisational change would exert a marked influence on HR strategies. A 
transformational programme in any part of the life cycle will indicate what specific 
organisational development and culture management strategies the organisation should 
adopt. 
Managing the transition between the present state and futiu"e state will mean the 
development of change strategies and possibly, new strategic approaches to the 
employment relationship. HR strategies may have to be developed that support business 
initiatives in such areas as total quality, customer care, organisational restructuring, 
process re-engineering, product/market development and the introduction of new 
technology or production systems, such as computer integrated manufacturing or just-in-
time production. 
An alternative way of determining HR strategy requirements is to relate them to 
the overall characteristics of the organisation. The most familiar classification is that 
produced by Miles & Snow (1978) who distinguish between 'defenders' who seek 
stability and believe in strict control, 'prospectors' who seek new opportunities, focus on 
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continuous development and believe in flexibility, 'analysers' who seek to incorporate 
the benefits of both defenders and prospectors. 
Problems in Achieving Vertical Integration 
Though vertical integration (strategic fit between business and HR strategies) may 
be desirable it may not be easy to achieve. The different levels at which strategy is 
formulated and the different styles adopted by organisations may make it difficult to 
develop a coherent view of what sort of HR strategies will fit the overall strategies and 
what type of HR contributions are required during the process of formulation. 
It has been argued by Miller (1987) that to achieve competitive advantage, each 
business unit in a diversified corporation should tailor its HRM policy to is ovm product-
market conditions, irrespective of the HRM policies being pursued elsewhere in the 
corporation. If this is the case, there may be coherence v^thin a unit but not across the 
whole organisation and it may be difficult to focus HR strategies on corporate needs. In a 
'financial control' type of corporation , as defined by Goold & Campell (1986), i.e., one 
in which the centre is mainly concerned with financial results that they control against 
targets, there may be no pressure for the creation of a corporate culture and HR strategies 
to support it at the centre. But need this mater? The centre may exercise financial 
control while the strategic business units (SBUs) are allowed to go their own way so far 
as strategic HRM is concerned, as along as they deliver the financial results expected of 
them. And there is no reason why the SBUs should not decide independently. The best 
way to achieve those results is to pursue their own version of strategic HRM. 
Another difficulty of achieving vertical integration may be due to the complexity 
of the strategy formulation process. As Hendry & Pettigrew (1986) maintain, strategy 
formulation and implementation is a complex, interactive process heavily influenced by a 
variety of contextual and historical factors. In these circumstances, as Guest (1991) has 
asked, how can there be a straightforward flow from the business strategy to the HR 
strategy? It has been pointed out by Truss (1999), that the assumption of some matching 
159 
models of strategic HRM is that there is a simple linear relationship between business 
strategy and human resource strategy. But this assiunption fails to acknowledge the 
complexities both between and within notions of strategy and human resource 
management and is based on a rational model of organisations and individuals which 
takes no account of the significance of power, politics and culture. 
One more problem faced in achieving vertical integration is seen to be the 
evolutionary nature of business strategy and the incremental nature of strategy-making 
which may make it difficult to pin down the HR issues that are likely to be relevant. 
Hendry & Pettigrew (1990) suggest that there are limits to the extent to which rational 
HR strategies can be drawn up if the process of business strategic planning is itself 
irrational. Even if Mintzberg's (1978) description of strategy as a pattern in a stream of 
decisions over time is accepted, it may be difficult to 'fit' HR strategy into the process in 
any well-defined way. HR strategies would therefore have to be equally evolutionary and 
just as difficuh to pin down to a set of definitive statements. If because of its 
evolutionary nature, the business strategy has not been clearly articulated, this would lead 
to the problem of clarifying the business strategic issues that human resource strategies 
should address. It should be noted that 'articulation' in this context means that the 
business strategies are fiilly understood by those concerned. It does not mean that they 
have to be written down, although this may help to create understanding. 
Another difficulty faced is with respect to the qualitative nature of HR issues. 
Business strategies tend or at least aim to be expressed in the common currency of figures 
and hard data on portfolio management, growth, competitive position, market share, 
profitability, etc. HR strategies may deal with quantifiable issues such as resourcing and 
skill acquisition but are equally likely to refer to qualitative factors such as commitment, 
motivation, good employee relations and high employment standards. The relationship 
between the pursuit of policies in these areas and individual and organisational 
performance may be difficult to establish. 
160 
The last question to be addressed with respect to vertical integration is 
'integration with what?' The concept of strategic HRM implies that HR strategies must 
be totally integrated with corporate/business strategies in the sense that they both flow 
from and contribute to such strategies. But as Brewster (1993) argues, HR strategy will 
be subjected to considerable environmental pressure, for example in India, legislation 
about employment. Th's may mean that HR strategies cannot be entirely governed by the 
corporate/business strategy. 
The question also needs to be asked: 'To what extend should HR strategy take 
into account the interests of all the stakeholders in the organisation, employees in general 
as well as owners and management?' In Storey's (1989) terms, 'soft strategic HRM' will 
place greater emphasis on the human relations aspect of people management, stressing 
security of employment, continuous development, conmiunication, involvement and the 
quality of working life. 'Hard strategic HRM' on the other hand will emphasise the yield 
to be obtained by investing in human resources in the interest of the business. As 
Lengnick-Hall & Lengnick-Hall (1990) comment "There is now a growing realisation 
that the overriding concern should be the yield from the employees. Yield concentrates 
on the intrinsic web of costs and benefits that result from investing in and focusing 
human resource activities towards a certain set of activities and away from other 
behaviours and attitudes. Yield recognises both trade-offs and choices. Yield depends 
on shared responsibilities and collaboration across fimctional units and hierarchical 
levels. 
Ideally strategic integration should attempt to achieve a proper balance between 
hard and soft elements. The emphasis may be on achieving corporate or business 
objectives but this should be a process of planning with people in mind (Quinn Mills, 
1983), taking into account the needs and aspirations of all the members of the 
organisation. 
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Analytical Model for Vertical Integration 
To ensure understanding of possible approaches to achieving vertical integration 
against the background of the problems referred to above, Walker (1992) has put forward 
a useful analytical model for assessing the degree of fit or integration. He has suggested 
the following three types of processes which could be used in developing and 
implementing HR strategy. 
The first process is called the integrated process and in this approach, HR strategy 
is an integral part of the business strategy, along with all the other functional strategies. 
In the strategy review discussions, HR issues are addressed as well as financial, product-
market and operational ones. However, the focus is not on 'downstream' matters such as 
staffing, individual performance or development but rather on people-related business 
issues, resource allocation, the implications of internal and external change and the 
associated goals, strategies and action plans. 
The second process is called the aligned process and in this approach, HR strategy 
is developed together with the business strategy. They may be presented and discussed 
together but they are distinct outcomes of parallel processes. By developing and 
considering them together, 'there is some likelihood that they will influence each other 
and be adopted as cohesive or at least an adhesive whole'. 
The third process is referred to as the separate process and in this, the common 
approach; a distinct HR plan is developed. It is both prepared and considered separately 
from the overall business plan. It may be formulated concurrently with strategic plarming, 
before (and an input to) or following (to examine its implications). The environmental 
assessment is wholly dependent. It focuses on human resource issues and, so far as 
possible, looks for the 'business-irrelativeness' of the information obtained. Since the 
assessment is outside the strategic planning process, consideration of business strategy 
depends on a review of the current and past business strategies. The value of the HR 
strategy is therefore governed by the sufficiency (or insufficiency) of the business-related 
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data. This approach perpetuates the notion of HR as a staff-driven, functionally specialist 
concern. 
4.4.5 Horizontal Integration 
Horizontal integration or fit is accomplished by developing a coherent - a well-
know - range of interconnected and mutually reinforcing HR policies and practices. This 
may be achieved by the use of shared processes such as competence analysis, which 
provide a common frame of reference and performance management concerned with role 
definition, employee development and reward. Integration is also more likely to take 
place if shared values exist between line managers and HR specialist managers on how 
HR policies should be implemented. 
Achieving integration is also about ensuring, when planning any irmovation, that 
its implications on other aspects of HR policies and practices are fully considered and 
that further thought is given on how it could support those policies or practices. 
Stevens (1995) has made the following comments on the practicality of achieving 
coherence: "People management practices and styles are sometimes very consciously 
coherent. Equally often, they are an amalgam of conscious decisions, pragmatic 
development and compromise between 'what is' and 'what is to be desired'. Different 
approaches may be taken with different groups of employees. The consistency of 
policies for reward, training and development, job security and industrial relations may 
not be obvious to the outside observer; however, the apparent inconsistencies may be the 
result of subtle decisions made to fit in with the particular requirements of a particular 
organisation at one point in time". 
This is a good description of what actually happens. Conceptually, however, it 
can be argued that an appropriate measure of coherence is most likely to be attained if 
HR strategies, policies and processes are clearly based on a powerful and well-articulated 
vision of where the business is going and the part that should be played by its people in 
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getting it there. This may be expressed as an overriding strategic imperative or driving 
force such as quality, performance or the need to develop skills and competencies. 
Coherence and the integration of HR initiatives is most likely to be achieved if this 
declaration of intent initiates various processes and policies that are designed to link 
together and operate in concert to deliver certain defined results. This concept is refereed 
to as 'bundling'. 
The aim of bundling is to achieve coherence, which is one of the four 'meanings' 
of strategic HRM defined by Hendry & Pettigrew (1986). Coherence exists when a 
mutually reinforcing set of HR policies and practices has been developed to contribute to 
the achievement of the organisation's strategies for matching resources to organisational 
needs, improving performance and quality and, in commercial enterprises, achieving 
competitive advantage. 
In one sense, strategic HRM is holistic. It is concerned with the organisation as a 
total entity and addresses what needs to be done across the organisation as a whole in 
order to enable it to achieve its corporate strategic objectives. It is not interested in 
isolated programmes and techniques or in the ad hoc development of HR programmes. 
In their discussion of the four policy areas of HRM (employee influence, human 
resource management flow, reward systems and works systems) Beer et al (1984) 
suggested that this framework can stimulate managers to plan how to accomplish the 
major HRM tasks 'in a unified, coherent maimer rather than in a disjointed approach 
based on some combination of past practices, accident and ad hoc response to outside 
pressures'. 
Guest (1989b) includes in his set of propositions about HRM the point that 
strategic integration is about, inter alias, the ability of the organisation to ensure that the 
various aspects of HRM cohere. One way of looking at the concept is to say that some 
measure of coherence will be achieved if there is an overriding strategic imperative or 
driving force such as quality, performance or the need to develop skills and competences. 
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Problems in achieving Internal Fit or Horizontal Integration 
The research conducted by Gratton et al (1999) in eight British organisations 
established that there was little evidence of a comprehensive and successful attempt to 
achieve internal fit: 'In no case was there a clearly developed and articulated strategy that 
was translated into a mutually supportive set of human resource initiatives or practices'. 
Problems of achieving internal fit may arise for the following reasons: 
• The sheer complexity of the organisation and its strategies, which might make it 
hard to achieve any coherence across a diverse range of activities and plans; 
• Senior managers who want quick fixes that lead to innovations that are isolated 
from complementary HR activities - the most common example of this is the 
introduction of performance-related pay without existence of embedded 
performance management processes; 
• Incremental approaches to the development of HR practices, possibly arising fi-om 
management pressures or the existence of financial constraints; 
• Difficulty in deciding which 'bundles' are likely to be most appropriate in the 
circumstances; 
• Lack of understanding amongst HR practitioners of the need to actively achieve 
integration; 
• Implementation difficulties, even where there is a 'grand design' and much 
rhetoric, but the reality is different. The links are difficult to maintain, line 
managers are indifferent or incapable of playing their part and employees are 
suspicious or hostile to the newly linked initiatives. Another overall problem that 
arises when attempting to achieve internal fit is the tension between the goals of 
fit and flexibility. 
4.4.6 Status enjoyed by the HR function 
Part of the reason HR is struggling to get a permanent spot at the strategic 
business table is that too few HR professionals possess the business acumen for doing the 
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job. HR professionals need to make a conscious effort to spend a period of time outside 
the function or add responsibilities that traditionally are outside their role, build 
credibility and gain business knowledge, skills development and awareness. 
HR is still being called too often after a problem arises. Few managers call HR for 
help at the onset of a problem and even fewer include HR as part of their problem 
prevention strategies. If HR wants to be seen as a partner, they need to put their skin in 
the game, too. They need to take their share of responsibility and be equally accountable 
for what happens in an organisation. And if things go wrong, they can't suddenly pull out 
of the game and become mere "policy people" again, HR Managers still have a long way 
to go before they can establish themselves as true partners, but it is a good time to get 
into the profession. In the next couple of decades, HR professionals will have more 
impact on business and experience more appreciation and acceptance. 
No matter what business the organisation is in, HR are in the people business,-
because it's people, not structures, that run or ruin, a business. So who else could better 
help an organisation with its people strategies and issues than HR - the "people" people? 
A company that knows where it is going has a clearly articulated vision. Part of HR's 
responsibilities includes co-ordinating individual and organisational goals to achieve that 
vision. Leadership teams should charge and empower HR to do this. 
HR should be involved in hiring the right people to take the company where it 
wants to go. Jim Collins, author of Good to Great, emphasised that without the right 
people in the right seats on the bus, a company will have a difficult time moving forward. 
Strategic aligimient includes having a methodical approach for selecting people according 
to what a company needs. Management should work with HR in identifying key 
performance factors in alignment with company goals. HR should be involved in 
analysing company problems. Training is not always the solution, but when it is, 
connecting 'what is' and 'what needs to be' should be a part of what designing and 
developing training is all about. 
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Strategic alignment includes tying learning objectives to key performance 
measures associated with the bottom line and ensuring all inter and intra-department 
training efforts are on the same pace. This increases the likelihood of a solid return on 
training rupee investment. These are just some of the components of strategic alignment. 
Again, leadership teams should change and empower HR to do these things for the 
betterment of their company and the bottom line. Misunderstanding HR is a common 
malady, but the solution depends on everyone. Many in HR need to step up to their 
capabilities and management needs to recognise and take advantage of what HR can do 
for them. But bottom line, misimderstanding or underutilising HR can be a costly 
mistake. 
The HR managers have keen role in the effective plaiming and implementation of 
the policies and decisions that are in tune with the business changes. They should act as 
strategic partners and be proactive in their role than mere reactive, passive spectators. 
The HR managers should understand how far their decisions contribute to business 
surplus incorporating human competency and performance to the organisation. Strategic 
HR managers need a change in their outlook from seeing themselves as relationship 
managers to strategic resource managers. Kossek (1987, 1989) argues that major HRM 
innovations occur when senior management takes the lead. He further adds that the 
adoption of innovative strategic human resource management practices is dependent on 
the nature of relationship of the HR department with the CEO and the line managers. 
Legge (1978) commenting on the actions of the personnel practitioner in the 
irmovation process suggests that adoption of innovation by an organisation depends 
largely on HR practitioners' credibility as information and resource providers. HR 
department and HR managers in these innovative organisations play a strategic role 
(Ulrich, 1997) linking the HR strategy with the business strategy of the organisation. A 
crucial aspect concerning strategic human resource management is the concepts of fit and 
flexibility. The degree of fit determines the human resource system's integration with 
organisation strategy. It is the role of HR Managers to ensure that there is fit between 
human resource systems with the organisational strategy. 
As global business competition shifts from efficiency to innovation and from 
enlargement of scale to creation of value, management needs to be oriented towards the 
strategic use of human resources. Strategic human resources management practices 
enhance employee productivity and the ability of agencies to achieve their mission. 
Integrating the use of personnel practices into the strategic plaiming process enables an 
organisation to better achieve its goals and objectives. Combining hxmian resource 
practices, all with a focus on the achievement of organisational goals and objectives, can 
have a substantial affect on the ultimate success of the organisation. To manage future 
operations effectively, it is essential that companies produce "business leaders" and 
"innovators" through strategic human resource management approach. 
Constraints faced by HR Managers in implementing strategic human resource 
management 
There is no common definition for strategic HR, but there are common elements 
in how the concept is used. There is broad agreement that strategic HR entails employing 
systematic HR processes and strategies to drive business results. Strategic HR means that 
HR involvement is essential in all major business activities and decisions. The use of the 
term "strategic HR" signifies an evolution of HR from its administrative and transactional 
legacy. However, this term can be confusing. Many hope for a day when HR will simply 
be viewed as strategic, eliminating the need for the term "strategic HR." In the vision for 
strategic HR, HR is recognised as a driver of business success, resulting in greater 
personal and professional success for those in HR. 
The desired future state for strategic HR is a key driver in enabling organisations 
to achieve their business goals. In this vision, HR is able to demonstrate clear business 
success, senior management realises that investments in HR make financial sense and HR 
achieves a level of respect that is comparable with other functions such as marketing and 
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finance. In addition, niore CEOs are coming from HR and HR is seen as a "fast-track" 
path. 
There are some signs of progress in achieving this vision. There are many 
success stories, especially from large enterprises, that demonstrate that there are HR 
professionals who are "getting it right." The mindset of many HR professionals has 
evolved to become more focused on the business, the future and the external 
environment. Also, there are some tools and resources to support HR professionals in 
their efforts to practice strategic HR. However, there are significant barriers to be 
overcome. These include lack of capabilities by those in HR and negative perceptions of 
others in the organisation. These barriers are both barriers within HR and barriers in 
how HR is viewed more broadly. 
Barriers within HR 
Many in HR, especially at smaller firms, lack the skills and competencies required 
for strategic HR. The field lacks a common language and many individuals in the field do 
not have business knowledge and analytical skills, which restricts the ability to engage in 
a strategic business conversation. HR often lacks alignment with the business and has 
historically been averse to adopting new technology. In addition, HR has tended to focus 
on administration versus strategy and must, therefore, develop a more proactive, 
ambitious mentality that is needed to drive strategy and business results. 
Overcoming these barriers requires changing behaviours. HR practitioners must 
become more strategic and analytical, must better understand the business and must 
decrease or outsource the administrative work while becoming more courageous, 
proactive and willing to take more risks. 
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Barriers in ho>v HR is viewed 
Top management as well as other functional managers often perceive that HR is 
not aligned with the business and is not strategic. As a result, these individuals have low 
expectations of HR's capabilities and the value that HR can add. Changing these 
perceptions will require alignment, education, greater accountability and demonstrated 
results. Steps that could be taken to remove the barriers include the following: 
Firstly, the HR field could be elevated. This could be done by developing and 
promulgating a strategic HR process model, by creating a process and standards for peer-
reviewed HR and by providing direction to HR managers as they develop their own HR 
business models. Secondly creating a common language, tools and metrics for HR. This 
would involve creating, disseminating and teaching a conmion language for HR and 
defining metrics to measure success in HR. 
Thirdly, HR practitioners should be helped to grow. This could include 
mentoring, organising a HR boot camp and tools such as a checklist used for self-
assessment and gap identification, as well as a strategic HR 360-degree feedback tool. 
Fourthly, it would be necessary to disseminate success HR stories. There are many 
successes, but not enough people know about them. HR managers could gather and 
disseminate such stories or use vehicles such as webinars to deliver the learnings from 
these successes more broadly. 
Last but not the least, organisations could establish higher standards of entry to 
the field. Greater emphasis on credentialing, along with data that demonstrate the value 
of credentialing to the business, can help improve the capabilities of HR people and 
improve the practice of strategic HR. Communication about strategic HR should target 
HR professionals as well as CEOs and others in the top management team. Strategic HR 
is about the ability of HR professionals to drive the business. Communication to senior 
executives can increase awareness of the value of strategic HR and even serve to drive 
demand and accountability for more strategic HR. 
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4.5 Survey Procedure and Results 
4.5.1 Hypotheses Framed for the Study 
1. There is no significant difference between gender of HR Managers and their 
opinion on the dimensions influencing the emergence of strategic HRM in the 
different sub-sectors of IT Industry. 
2. There is no significant difference between age of HR Managers and their opinion 
on the dimensions influencing the emergence of strategic HRM in the different 
sub-sectors of IT Industry. 
3. There is no significant difference between educational qualifications of HR 
Managers and their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of IT Industry. 
4. There is no significant difference between total experience of HR Managers and 
their opinion on the dimensions influencing the emergence of strategic HRM in 
the different sub-sectors of IT Industry. 
5. There is no significant difference between experience in present position of HR 
Managers and their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of IT Industry. 
6. There is no significant difference between sub-sector to which HR Managers 
belong and their opinion on the dimensions influencing the emergence of strategic 
HRM. 
7. There is no association between gender of HR Managers and their overall opinion 
on dimensions influencing the emergence of strategic HRM.in the different sub-
sectors of IT Industry. 
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8. There is no association between age of HR Managers and their overall opinion on 
dimensions influencing the emergence of strategic HRM.in the different sub-
sectors of IT Industry. 
9. There is no association between educational qualification of HR Managers and 
their overall opinion on dimensions influencing the emergence of strategic 
HRM.in the different sub-sectors of IT Industry. 
10. There is no association between total experience of HR Managers and their 
overall opinion on dimensions influencing the emergence of strategic HRM.in the 
different sub-sectors of IT Industry. 
11. There is no association between experience in present position of HR Managers 
and their overall opinion on dimensions influencing the emergence of strategic 
HRM.in the different sub-sectors of IT Industry. 
12. There is no association between sub-sector to which HR Managers belong and 
their overall opinion on dimensions influencing the emergence of strategic HRM. 
13. There is no significant difference between mean ranks and overall opinion of HR 
Managers vsdth respect to strategic plarming process influencing the emergence of 
strategic HRM 
14. There is no significant difference between mean ranks and overall opinion of HR 
Managers with respect to organisational culture influencing the emergence of 
strategic HRM 
15. There is no significant difference between mean ranks and overall opinion of HR 
Managers with respect to integration of HR strategy with overall strategy 
influencing the emergence of strategic HRM 
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16. There is no significant difference between mean ranks and overall opinion of HR 
Managers with respect to vertical integration influencing the emergence of 
strategic HRM 
17. There is no significant difference between mean ranks and overall opinion of HR 
Managers with respect to horizontal integration influencing the emergence of 
strategic HRM 
18. There is no significant difference between mean ranks and overall opinion of HR 
Managers with respect to status enjpyed by the HR function influencing the 
emergence of strategic HRM, 
4.6 Data Collection and Analysis 
The researcher used a questionnaire to obtain information on: 
• Extent of organisations' involvement in strategic HRM 
• Use of Strategic HRM philosophy, to achieve sustainable competitive 
advantage together with reasons for formulating and implementing strategic 
HRM process and its importance; implementation barriers, critical success 
factors with respect to the emergence of strategic HRM and indication of 
organisational factors which would ensure effective formulation and 
implementation of strategic HRM. 
a. Many such researches have been conducted world over with varying 
degree of success. The prominent amongst these being, the study 
conducted by Huselid, 1995; Bjorkman & Fan 2002; Chan, Shaffer & 
Snape 2004. Most of the previous research suggests that firms can gain 
sustainable competitive advantage through strategically managing their 
human resources, operationally exercised as strategic human resource 
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management. However, it remains unclear about the conditions under 
which a firm employs strategic human resource management so as to 
achieve enhanced performance. As an important feature underlying 
strategic human resource management, i.e., the integration or fit reflects 
the interactive role of HRM practices and their relationship with the 
organisational strategy. In this study, factors facilitating emergence of 
strategic HRM are discussed. In the study of conceptual framework, the 
individual, fimctional and organisational level factors that influence both 
types of integration or fit are discussed. 
b. As no validated research instrument has been developed none of 
instruments used for the conduct of research in strategic HRM could be 
taken to be validated and declared as a reliable instrument. The present 
study also uses a non-validated research instrument. 
The instrument is used to elicit data about the impact of the different 
constructs/variables affecting the emergence of Strategic HRM in the different sub-
sectors of the Indian IT industry. Analysis of data so collected could help in identifying 
the extent of formulation and implementation of strategic HRM in any organisation. Data 
analysis was mostly quantitative as required by the objectives of the study. Altogether 
there are forty four questions included in the questionnaire, the types of response sought 
are mostly objectivein nature. 
The questionnaire was mailed and a covering letter was included to explain the 
purpose of the research, how the respondents were selected and the benefit of the survey. 
The researcher also assured the respondents that the research results will be reported in 
aggregate only and that the anonymity of the respondents is guaranteed. 
Before data were analysed, they underwent several pre-analysis including error 
check and data editing. The most conmion errors are non-response. Non-response is 
ignored from computation. In the selection of organisations, choice has been made in an 
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arbitrary manner. It must be realised that one cannot study everything related to the 
problem due to constraints of time. Therefore, a workable limit is essential prior to the 
collection of data. The fixation of a limited number of organisations was done to prevent 
empirical anarchy. 
The organisations were chosen from NASSCOM website. Three sub-sectors of 
the Indian IT Industry which were chosen can be broadly classified as software 
development, support and services and the ITES. 
At the first instance mailing included the 187 IT Organisations. A personalised 
letter accompanied each questionnaire and the respondents were assured that 
confidentiality would be maintained. Reminder postcards/e-mail was mailed out 
approximately three weeks after the first mailing. Another letter and copy of the survey 
were mailed to non-respondents six weeks later. A final reminder postcard/e-mail was 
mailed two weeks following the second survey mailing. 
Targeted respondents are high-ranking HR executives, holding titles such as, Vice 
President - HR, General Manager - HR, Deputy General Manager - HR, Senior HR 
Managers and Senior HR Executives. The questionnaires were sent to 187 organisations 
in Chennai and were addressed to 255 individuals. Finally, 153 questionnaires were 
returned, with a response rate of approximately 60%. The information obtained from the 
questionnaire survey was used mainly in identifying as to whether these IT organisations 
have a management system based on strategic HRM. 
Once the questionnaires were received and analysed it was clear that most of the 
organisations were at least to a certain extent formulating and implementing strategic 
HRM either formally or informally or had a management system in place which was very 
similar to strategic HRM. 
Based on the existing strategic HRM literature and the findings from the 
questionnaire survey, HR Competencies that need to be developed by HR Managers were 
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identified. The identified HR competencies, it is hoped would enable the effective 
formulation and implementation of strategic HRM and act as a set of indicators of 
competitive advantage thereby being of practical guidance to users in formulating and 
implementing the most effective strategic HRM initiatives. This model shows that 
application of HR competencies in combination can lead to improvement in competitive 
advantage position of the business in the long-run in a big way. 
It is to be noted that there is no single or best way of formulating and 
implementing strategic HR. Firms are different in terms of their people, culture, history, 
goals, structure, products, services, technologies, processes and operating enviroimients. 
Therefore, they should combine their imiqueness with the HR competencies identified 
and consequently develop their ovm ways to excellence. 
Investing in HR competencies development often implies a choice for a long-term 
effort that requires a great deal of energy, management attention, money, patience and 
tenacity. Although this is initially developed for IT sector firms in India, firms in other 
sectors can also can use it as reference, since the existing strategic HRM knowledge has 
bf en used extensively to identify these competencies. 
4.7 Research Evaluation 
4.7.1. Problem in Data Collection 
The study relies heavily on primary data and to a lesser extent on secondary data. 
The researcher has encountered much difficulty in data collection. The researcher had to 
mobilise her contacts to get the questionnaires filled and completed. The task was made 
possible since the questionnaire was simple to fill and less time consuming and therefore 
time required by the respondents was very limited. 
The collection of secondary data too was not devoid of difficulties which at times 
gives rise to unanticipated difficulties in the process of research. The experience of the 
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researcher proves that information base in the country is quite limited and therefore there 
exists an information barrier. At times there is limited information to work on. The 
researcher also faced problems in gaining access to certain in-house references of the 
organisations which are the subject of the study. 
Within the limits of these constraints, the researcher made every possible effort in 
collecting a large amount of information. Those who have worked on raw information 
would readily appreciate that some inexactness invariably creeps in any aggregation or 
rearrangement of data. Another point to be noted is the fact that research in India needs 
to be governed by the basic consideration that it should be relevant to the management 
problems in India. In many cases it has been seen that major reason for lack of research 
in this area is the attitude and non-co-operation of the top management team. 
4.8 Summary 
Finally, it is necessary to review this study in the light of the five research 
questions. The first four questions, "Whether level of agreement on the role of 
Strategic Human Resource Management in delivering competitive advantage is 
influenced by the demographics of HR Managers such as gender, age, 
educational qualification, total experience and experience in present position and 
the sub-sector of IT Industry to which they belong?", "Whether level of 
agreement on linkage between Human Resource Management and Business 
Strategies is influenced by demographics such as gender, age, educational 
qualification, total experience and experience in present position ofHR managers 
and the sub-sector of IT Industry to which they belong?", "Whether level of 
agreement on implementation of Strategic HRM which helps firms achieve 
competitive advantage is influenced by demographics such as gender, age, 
educational qualification, total experience and experience in present position of 
HR managers and the sub-sector of IT Industry to which they belong?", " 
Whether level of agreement on how vertical fit and horizontal fit would help firms 
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achieve competitive advantage advantage is influenced by demographics such as 
gender, age, educational qualification, total experience and experience in present 
position of HR managers and the sub-sector of IT Industry to which they 
belong? " v/ere answered from the inputs obtained from the survey resuhs. The 
fifth question ''What kind of competencies are required by HR Managers in the 
different sub-sectors of IT Industry in India in order to help firms achieve 
competitive advantage?" was answered by identifying HR competencies required 
for effective formulation and implementation of strategic HRM. 
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Chapter 5 
ANALYSIS OF DATA 
5.1 Introduction 
This chapter is to highlight the data collected by administering the questionnaire 
into statistical analysis with graphical version. Tests like Factor Analysis, t test, 
ANOVA, Chi-square, Correlation and Multiple Regression have been used to find the 
mean and work values. 
Basically six important variables have been considered in undertaking this 
analysis. They are: 
1. Gender of HR Managers 
2. Age Group of HR Managers 
3. Educational Qualification of HR Managers 
4. Total Experience of HR Managers 
5. Experience in Present Position of HR Managers 
6. Sub-sector of IT Industry in which the HR Managers are employed. 
To make a comparative study of the emerging trends in Strategic HRM in the 
different sub-sectors of the IT Industry, the dimensions/constructs that have been 
identified have been divided into 6 categories as follows: 
1. Strategic Planning Process adopted by the companies 
2. Organisational Culture 
3. Integration of HR Strategy with Overall Corporate Strategy 
4. Vertical Integration 
5. Horizontal Integration 
6. Status enjoyed by the HR function in companies 
The above classification will be shown by way of statistical analysis and through 
graphical methods. 
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5.2 Background of the Indian It Industry 
The information technology industry has truly transformed the way the world 
looks at India. Rapidly capturing global imagination, the success of its IT industry has 
placed India at the forefront of the emerging global knowledge economy. According to 
the National Association of Software and Service Companies (NASSCOM), the apex 
body for software services in India, the revenue of the information technology sector has 
grown from 1.2 per cent of the gross domestic product (GDP) in FY 1998 to an estimated 
5.5 per cent in FY 2008. The net value added by this sector, to the economy, is estimated 
to be 3.3 to 3.9 per cent for FY 2008. 
India's IT growth in the world is primarily dominated by IT software and services 
such as Custom Application Development and Maintenance (CADM), System 
Integration, IT Consulting, Application Management, Infrastructure Management 
Services, Software testing. Service-oriented architecture and Web services. The 
government expects the exports turnover to touch US$ 80 billion by 2011, growing at an 
annual rate of 30 per cent per annum, from the earlier few million dollars worth exports 
in early 1990s. 
The researcher has chosen this industry because according to a study by 
Springboard Research, the Indian IT services market is estimated to remain the fastest 
growing in the Asia-Pacific region with a CAGR of 18.6 per cent. Also as per the 
NASSCOM's latest findings: 
• Indian IT-BPO sector grew by 33 per cent in FY 2008 to reach US$ 64 billion in 
aggregate revenue (including hardware). Of this, the software and services 
segment accounted for US$ 52 billion, growing by 28 per cent over FY 2007. 
• Software and services exports (including exports of IT services, BPO, engineering 
services and R&D and software products) reached US$ 40.4 billion, contributing 
nearly 63 per cent to the overall IT-BPO revenue aggregate. 
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• IT-BPO exports (including hardware exports) grew by 28 per cent from US$ 31.8 
billion in FY 2007 to US$ 40.9 billion in FY 2008. 
• While the US (61 per cent) and the UK (18 per cent) remained the largest IT-BPO 
export markets in FY 2007, the industry is now making a mark in other countries 
as well - with exports to Continental Europe in particular, growing at a compound 
annual growth rate (CAGR) of more than 55 per cent over FY 2004-2007. 
• Domestic IT market (including hardware) reached US$ 23.1 billion in FY 2008 as 
against US$ 16.2 billion in FY 2007, a growth of 43 per cent. Hardware remained 
the largest segment of the domestic market with a growth rate of 44 per cent in 
FY 2008. Software and services spending grew by over 41 per cent during the 
year. 
• The industry's vertical market exposure was well diversified across several mature 
and emerging sectors. Banking, financial services and insurance (BFSI) remained 
the largest vertical market for Indian IT-BPO exports, followed by high-
technology and telecom. These sectors together accounted for nearly 60 per cent 
of the Indian IT-BPO exports in FY 2007. 
• Manufacturing, retail, media, healthcare, airlines and transportation, and utilities 
were the other key segments. 
Outsourcing 
A research by Gartner forecasts India as the undisputed leader in the outsourcing 
space in the year 2008. The Outsourcing Service Provider Performance Study 2007, 
undertaken by sourcing advisory firm Equa Terra, reported that the majority of UK 
businesses offshore all or parts of their IT functions to India and plan to continue with 
this strategy as India continued to be the favourite outsourcing destination for businesses 
in UK in terms of satisfaction. India's most priced resource is its readily available 
technical work force. India has the second largest English-speaking scientific 
professionals in the world, second only to the US. It is estimated that India has over 4 
million technical workers, over 1,832 educational institutions and polytechnics, which 
train more than 67,785 computer software professionals every year. The enormous base 
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of skilled manpower is a major draw for global customers. According to a Gartner study, 
India remains the undisputed leader in offshore services and tops the list of 30 countries 
on criteria's such as language, government support, labour pool, infrastructure, 
educational system, cost, political and economic environment, cultural compatibility, 
global and legal maturity, and data and intellectual property, security and privacy. 
Twenty-nine India-based companies including Tata Consultancy Services, HCL 
Technologies, Genpact, and WNS Global Services amongst others have been listed 
among the best 100 IT service providers in a new survey carried out with a view to assist 
business heads of majoi outsourcers identify reliable, innovative and tech-sawy partners. 
Multinationals in India 
Information technology has been a promising sector for India, generating 
revenues both for the domestic as well as the global market. India's IT potential and 
markets with very high returns have attracted multinationals to grab a share of the pie and 
cash in on the IT boom. Also, the increase in purchasing power and the rapid business 
expansion of the small and medium enterprises (SMEs) holds promise for global IT 
giants who look at a 100 per cent year-on-year grov^h in their small and medium 
businesses (SMBs) market in India. In fact, the total IT spend of Indian SMBs is expected 
to touch US$ 10 billion this year, of which US$ l.I billion is expected to be spent on IT 
services alone. Also, according to a study by consulting firm Zinnov, India's IT spending 
is likely to grow between 17.6-24 per cent by 2010 from the current IT spending totaling 
US$ 17 billion. 
• Capgemini, Europe's largest consulting and computer services firm is gradually 
moving its internal support services to India. 
• Intel, the globally renowned chip maker, is looking to invest more than US$ 1 
billion in India over the next three years in partnership with Indian and foreign 
hardware firms to prepare light weight personal computers. 
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• Cisco posted over 100 per cent year-on-year growth in its SME business in India 
in FY2008. 
• Oracle is expecting over 100 per cent growth in India for its CRM business on the 
back of increased technology awareness and need for cost-effective customer 
servicing. 
• Yahoo! Inc and Tata Sons' subsidiary firm Computational Research Laboratories 
(CRL) have entered into a joint agreement to make available-EKA, a 
supercomputer (the fourth fastest) in the world- for cloud computing research in 
India. 
• Dell, which not only manufactures and sells hardware in India but also has a 
service and support arm, saw a volume grov^ of 99 per cent year-on-year in the 
first quarter of 2008. It had ended the year 2007 with revenues of US$ 638.96 
million and expects to touch the billion dollar mark next year. 
• World's leading chip designer firm, ARM, is expanding its India design centre to 
make it the largest outside Britain. 
• US-based, US$ 1-billion dollar-chip maker. Microchip Technology, will invest 
US$ 65 million in its India development centre over the next five years. 
Domestic Markets 
India's domestic market has also become a force to reckon with, as the existing IT 
infrastructure evolves both in terms of technology and depth of penetration. Global as 
well as domestic IT companies like IBM, Accenture, HP, TCS, HCL and Wipro have 
witnessed a remarkable growth in their business. 
The domestic information technology business has become far too attractive to 
ignore. India Inc's demand for IT services and products has bolstered growth in the 
domestic sector with deal sizes going up remarkably and contracts worth US$ 50 million-
100 million up for grabs. 
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Such growth in the software and services sector has been achieved because of 
spectacular growths in some segments. For instance, 680,000 notebooks were sold in the 
first half of 2007-08, registering an increase of 59 per cent. In the next couple of years, 
global market intelligence and consulting firm, IDC, sees a higher local demand driven 
by growth of broadband, expansion of Software-as-a-Service (SaaS), service oriented 
architecture, virtualisation as also networking projects. The net margins in the domestic 
market are at about 9-11 per cent which has improved considerably in recent years. Of 
late IT service providers, MNC's and domestic firms have developed strategies 
exclusively for the domestic market according to a research by Gartner. 
Further, India's homegrown IT mammoths are looking at buying companies 
abroad. In one of the biggest acquisitions ever, HCL Technologies has proposed to 
acquire UK-based Axon with a US$ 811-million bid at 650 p per share. 
Growth 
The Indian information technology sector continues to be one of the sunshine 
sectors of the Indian economy showing rapid growth and promise. Though worldwide IT 
budgets are expected to increase by 3.3 per cent in 2008, slightly higher than 2007, the 
Indian firms would report stronger-than-average IT budget increases of around 13 per 
cent, according to Gartner. 
• According to NASSCOM, the Indian IT-BPO sector is on track to reach a target 
of US$ 60 billion in exports and US$ 73-75 billion in overall software and 
services revenues by 2010. 
• With small and mid-sized businesses driven by the increased use of technology 
India's information and commimication technology market is estimated to grow 
20.3 per cent annually to reach US$ 24.3 billion by 2011. 
• According to the Global Infotech analyst. International Data Corporation, the 
Indian IT and ITES market is estimated to grow at the rate of over 16 per cent to 
become a US$ 132 billion industry, significantly, the domestic market alone is 
expected to become over US$ 50 billion, with a CAGR of about 18.4 per cent. 
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Simultaneously, the IT and ITES exports are estimated to more than double to 
US$78.62 billion by 2012. 
5.2.1 Sub-Sectors Of Indian IT Industry 
Software Development 
The software industry comprises businesses involved in the development, 
maintenance and publication of computer software. The software industry started in the 
mid-1970s at the time of the personal computer revolution. The industry also includes 
software services, such as training and consultancy. The Software companies are 
witnessing a rapid growth and offers lucrative job opportunities making IT a premium 
career option for the youth. In fact it is one of the fastest growing sectors of Indian 
industry. 
India is emerging as a Global IT superpower. The success can be attributed to 
factor advantage of high quality of software human resources. The Software Industry has 
succeeded in converting this comparative advantage to increasing exports. More and 
more companies are receiving the ISO 9000 certification and the day is not far when 
India will have the highest number of ISO 9000 companies in the world. 
Indian Software Industry is estimated to be worth USD 1.2 billion. Unfortunately 
the growth has been limited to a few cities around Bangalore, Mumbai, Delhi and Noida. 
One problem that software companies in India are facing is that of outflow of IT 
professionals. This can be looked into by ensuring the conditions for investment and 
growth in the industry are safeguarded by political stability. Wipro, HCL, Tata 
Consultancy Services, Satyam computer Services, CMC, IBM etc are some of the major 
Software development and software consulting firms or companies in India. 
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IT Support ^Services 
Domestic demand for IT in India is witnessing a gradual transformation from 
being predominantly hardware driven towards a solutions oriented approach - resulting 
in a growing emphasis on services. In fact, revenue growth in the services segment 
alone has reported faster growth than that for the overall domestic IT market (including 
hardware, software and services) over the past few years. 
The liberalization of Indian economic policy, de-regulation of key sectors and 
progressive moves towards further integrating India with the global economy has been a 
key driver of increased IT adoption in the country. This is best reflected in the fact that 
most indigenous players in telecom and banking, two key sectors with significant 
multinational corporation (MNC) participation, have significantly upgraded their levels 
of IT adoption to offer best-in-class services comparable to those offered by the global 
competition and these two sectors together account for approximately 35-40 percent of 
the domestic spend on IT services. 
Similar competitive pressures in other more recently deregulated service sectors 
such as airlines and insurance, and the uptake in the manufacturing and industrial sectors; 
and the several large e-govemance initiatives launched by the government under the 
National E-Govemance Plan (NEGP) are expected to provide sustained growth in 
domestic demand for IT services over the next few years. Over the next five years, 
domestic spending on outsourced IT services is projected to more than double, from INR 
103 billion in 2004 to over INR 238 billion in 2009. 
Systems integration and network integration make up a high growth-large size 
category within the IT services engagements. These services will continue to be prime 
drivers of the domestic IT services market in the enterprise segment due to the increasing 
growth in the enterprise application implementation and increased demand for network 
integration from telecom and banking verticals. 
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A large proportion of the current IT services market is predicated on the banking, 
financial services and telecom verticals. While IT services for these verticals will 
continue to show strong growth, new verticals will need to be developed to increase the 
rate of growth of the IT services market in India. 
As the Indian economy opens further opens up, other verticals including 
manufacturing, travel and tourism, healthcare, entertainment will increasingly look 
towards IT to increase competitiveness. For both new and existing verticals, the small 
and medium business (SMB) segment will represent an important source of growth for 
the domestic IT services market. 
ITES-BPO 
ITES-BPO is a very nascent segment of the domestic market, driven by voice 
based services with customer care and sales and marketing activity accounting for 
approximately 70 percent of the total. While cost savings have been the primary driver of 
offshore outsourcing, vendors do not have comparable differences in labor costs to 
leverage while serving the domestic market. 
As a result, the primary motivation for the domestic market, in its early years of 
evolution are not cost savings but access to specialist skills and freeing client resources 
to focus on the core business. Scalability and process efficiency is expected to return 
some degree of cost savings in the domestic market as well. However this may not 
compare with the levels achieved by overseas (e.g. US/UK) clients. 
Notwithstanding its relatively smaller contribution to the industry revenues, this 
segment has over the past twelve-eighteen months witnessed a noticeable increase in 
interest and activity on the part of customer organizations as well as service providers. 
While the market activity (contracts announced and deals known to be in the negotiation 
stages) signal grov^h in the segment, like in IT services, future growth may be 
accentuated if a few lingering issues are addressed. 
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5.3 DESCRIPTIVE STATISTICS ON SAMPLE 




















The table above shows that out of the sample studied 80.67 percent are males and 
19.33 are females. From this it is proved that IT industry has more number of male HR 
Managers than female HR Managers. 
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Table 5.3.2 Distribution of Age of HR Managers 
Age 
Below 35 years 
35-40 years 
40 -45 years 
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Interpretation: 
The table above shows that out of the sample collected around 26.67 percent 
belong to the age group of less than 35 years, 34 percent are in the age group of 35 - 40 
years, around 22.67 percent belong to the age group of 40 - 45 years and 16.67 percent 
are above 45 years of age. This proves that the various sub-sectors of IT industry 
employs HR Managers in the middle management level or senior level belonging to the 
age group of 35 - 40 years. 
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From the above table it is proved that around 42.67 percent of the HR Managers 
covered by the study are graduates, 54 percent are post graduates and 3.33 percent are 
doctorates. Thus most of the HR Managers possess a post graduate degree relevant to the 
HR field of study. 
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5.3.4 Distribution of Total Experience of HR Managers 
Total experience 
Below 10 years 
10-15 years 















Below 10 years 
43.33% 
10-15 years t More than 15 years 
Interpretation: 
From the above table it is proved that around 43.33 percent of the sample covered 
by the study has a total experience of less than 10 years. Around 36.67 percent have an 
experience ranging from 10 to 15 years, 20 percent have an experience of over 15 years. 
Thus it can be concluded that most of the HR Managers in the IT industry possess an 
experience of less than 10 years. 
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Table 5.3.5 Distribution of Experience ot'HR Managers in 
Present Position 
Experience in present position 
Below 5 years 
5 - 1 0 years 














Below 5 years • 5 - 1 0 years 
64% 
I Above 10 years 
Interpretation: 
As far as experience in the present position is concerned, 64 percent of the sample 
covered by the study has an experience which is below 5 years. Around 28 percent have 
an experience ranging from 5 to 10 years and 8 percent have an experience of over 10 yeas 
in their present position. Thus it could be concluded that most HR Managers in the IT 
industr) have put in an experience of below 5 years with their present employer. 
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Table 5.3.6 Distribution of Sub-Sector of Employment of HR Managers 
Sub-sector 
Software Development 















The above table depicts that an equal number of HR Managers have been chosen 
from each of the three sub-sectors of the IT Industry namely, Software Development, 
Suppon & Services and the ITES. Thus the study has ensured equal representation from 
each of the three sub-sectors of the IT industry. 
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OVERALL OPINION OF HR MANAGERS WITH RESPECT TO 
EMERGING TRENDS IN STRATEGIC HRM 
Based on quartiles we have three groups. In descriptive statistics, a quartile is any 
of the three values which divide the sorted data set into four equal parts, so that each part 
represents l/4th of the sampled population. Thus if value is less than 1*' quartile we call 
it low and if it is less than 3''' quartile we call it high and if it is between l" and S'** 
quartile we call it as average. 
The frequency data for the sample has been given below with respect to the 
overall opinion of HR Managers on emerging trends in Strategic HRM in the different 
sub-sectors of IT industry. 
Table 5.3.7 Distribution of Overall Opinion of HR Managers on Emerging Trends in 

















The above table which depicts the overall opinion of HR Managers with respect 
to emerging trends in Strategic HRM in the different sub-sectors of IT industry shows 
that around 46 percent have indicated only an average opinion, 26 percent have a low 
opinion and around 26 percent have a high opinion. This proves the fact that majority of 
the HR Managers covered by the study do not have a very favourable opinion with 
respect to efforts taken by their top management in the formulation and implementation 
of strategic HRM initiatives. 
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5.4 INFERENTIAL STATISTICS ON DATA COLLECTED 
5.4.1 FACTOR ANALYSIS 
Factor analysis is very useful method of reducing data complexity by reducing the 
number of variables studied. It is good way of resolving confusion and identifying latent 
o; underlying factors from an array of seemingly important variables. In a more general 
way, factor analysis is a set of techniques which, by analysing correlation between 
variables, reduces their niunber into fewer factors which explain much of the original 
data, more economically. 
Even though factor analysis output helps in arriving only at a subjective 
interpretation, the procedure provides an insight into relevant psychological variables and 
results in economical use of data collection effort. 
Extraction 1 for Analysis 
Table 5.4.1 Principal Component Analysis (PC) 
Variable 
Strategic Plarming Process 
Status enjoyed by HR function 
















































































































































































Strategic HRM formulation in organisation is done in an 
environment wherein there is a strategic approach to corporate or 
business issues. 
Aligning HR practices in organisation to build critical organisational 
capabilities has enabled achievement of organisational goals. 
Overall strategy of organisation is integrally affected by the way 
himian resource is viewed by management. 
Organisation's strategic plarming process affects the formulation and 
implementation of strategic HRM 
The strategic archetype (control versus conunitment approach) 
adopted by organisation affects integration of HRM with 
organisational strategy. 
HR strategies of organisation are congruent with the overall 
business strategy to achieve competitive advantage 
HR strategies of organisation matches the firm's stage of 
development 
HR strategies of organisation take into account organisational 
dynamics 
HR strategies of organisation are in line with the characteristics of 
the organisation 
Incremental approaches to the development of HR practices arise 
from management pressures or the existence of financial constraints. 
Organisation faces difficulties in implementing HR policies as line 
managers are indifferent or incapable of playing their part. 
Organisation faces difficulties in implementing HR policies as 
employees are suspicious or hostile to the new HR initiatives. 
HR strategy formulation in organisation is hampered by the conflict 
between the goals of fit and flexibility. 
HR strategy or lack of it affects horizontal fits of strategic HRM 
HR enjoys fiill freedom in developing HR strategy and HR practices 






















Degree of pervasiveness of HR practices are essentially crucial for 
formulation of strategic HRM 
Alignment between employees and their jobs is essential to ensure 
organisational commitment 
Organisation's HR competencies / skills affect the linkage of HR 
with organisational strategy 
Evolutionary and irrational nature of strategy formulated in 
organisation makes it difficult to pin down HR issues that are likely 
to be relevant 
The linear relationship that exists between business strategy and HR 
strategy fails to acknowledge complexities both between and within 
the concept of strategy and HRM. 
Organisation's business strategies mostly being quantitative in 
nature are difficult to be aligned with HR strategies which are 
mostly qualitative in nature. 
HR strategies in organisation being developed at different levels by 
adopting different styles make it difficult to develop a HR strategy 
that will fit the overall strategy 
HR strategies of organisation are consistent with an analysis of the 
product/ market situations 
HR strategic fit of organisation is operational with the strategic 
thrust of the organisation 
HR strategies of organisation support business initiatives in such 
areas as TQM, CRM, organisational restructuring, process re-
engineering, product / market development, introduction of new 
technology, etc. 
Vertical integration is difficult to achieve in organisation due to the 
complexity of strategy formulation process. 
HR strategy or lack of it affects vertical fit of strategic HRM. 
Organisation's strategic HRM places greater emphasis on HR aspect 
of people management 
Organisation's strategic HRM places yield on investment in human 
capital in the interests of the business 
Strategic HR being subjected to considerable environmental 
pressures carmot be entirely governed by corporate / business 
strategy. 
Due to constant advances in technology and work processes, 
organisation is under increased competitive pressure to implement 
more efficient means of operations 
Due to constant change taking place in organisation, HR practices 
are constantly reviewed and evaluated to allow respond to changes 





















The internal fit in Organisation ensure presence of 'powerful 
connections' with HR practices that strengthen each other 
HR policies of organisation makes managers capable of developing 
and managing people who can think, lead and act from a global 
perspective and possess a global mind as well as global skills 
HR strategy of organisation takes into accoimts the interests and 
aspirations of all the stakeholders. 
HR policies and practices of organisation are inter-connected and 
mutually reinforced to deliver certain defined results 
HR policies of organisation are concerned with the organisation as a 
total entity and address what needs to be done across the 
organisation as a whole 
HR strategy of organisation is well articulated and translated into a 
mutually supportive set of human resource initiatives or practices 
HR strategies of organisation do not have coherence across diverse 
range of activities and plans on account of organisational 
complexities. 
Organisational culture determines the status of the HR function and 
its integration with the rest of the organisation. 
Organisational culture places different needs and expectations on the 
HR function 
Organisational culture is seen as a powerful issue in managing HR 
strategy 
HR strategies in organisation being developed at different levels by 
adopting different styles makes it difficult to predict type of HR 












Interpretation of Output 
The output of factor analysis is obtained by requesting principal Component 
Analysis and specifying the Rotation. There are two stages in Factor analysis Stage 1 
can be called the Factor Extraction Process, where the objective is to identify how many 
factors will be extracted from the data. The most popular method for this is called 
Principal Component Analysis. 
As is evident from Table 5.4.1 (looking at the cumulative Percentge column), we 
find that the six factors extracted together account for 61.9 percent of the total variance 
(information contained in the original 44 variables). Hence the number of variables has 
been reduced from 44 to 6 underlying factors. 
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Looking at the Table 5.4.2 we see that the questions such as whether strategic 
HRM formulation in an organisation is done in an environment wherein there is a 
strategic approach to corporate or business issues, whether aligning HR practices to build 
critical organisational capabilities has enabled achievement of organisational goals, 
Whether overall strategy of an organisation is integrally affected by the way human 
resources is viewed by management, whether an organisation's strategic planning process 
affects the formulation and implementation of strategic HRM, whether the strategic 
archetype (control versus commitment approach) adopted by an organisation affects 
integration of HRM with organisational strategy, whether HR strategies of an 
organisation are congruent with the overall business strategy to achieve competitive 
advantage, whether HR strategies of an organisation matches the firm's stage of 
development, whether HR strategies of an organisation take into account organisational 
dynamics and whether HR strategies of an organisation are in line with the characteristics 
of the organisation have a loading of 0.850, 0.807, 0.806, 0.805, 0.738, 0.716, 0.714, 
0.644 and 0.602 respectively. This suggests that factor 1 is a combination of these nine 
variables. Therefore this factor can be interpreted as "Strategic Planning Process" which 
affects the emergence of strategic HRM. 
Now for factor 2 in Table 5.4.2 we see that the questions such as whether 
incremental approaches to the development of HR practices arise from management 
pressures or the existence of financial constraints, whether an organisation faces 
difficulties in implementing HR policies as line managers are indifferent or incapable of 
playing their part, whether an organisation face difficulties in implementing HR policies 
as employees are suspicious or hostile to the new HR initiatives, whether HR strategy 
formulation in an organisation is hampered by the conflict between the goals of fit and 
flexibility, whether HR strategy or lack of it affects horizontal fits of strategic HRM, 
whether HR enjoys full fi-eedom in developing HR strategy and HR practices, whether 
HR enjoys full freedom in adjusting HR strategy to their units, whether degree of 
pervasiveness of HR practices are essentially crucial for formulation of strategic HRM 
and whether alignment between employees and their jobs is essential to ensure 
organisational commitment have a loading of 0.878, 0.851, 0.825, 0.783, 0.734, 0.665, 
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0.584, 0.492 and 0.483 respectively. This suggests that factor 2 is a combination of 
these nine variables and this factor can be interpreted as "Status enjoyed by the HR 
Function" 
Now for factor 3 in Table 5.4.2 we see that the questions such as whether an 
organisation's HR competencies / skills affect the linkage of HR with organisational 
strategy, whether evolutionary and irrational nature of strategy formulated in an 
organisation makes it difficult to pin dovm HR issues that are likely to be relevant, 
whether the linear relationship that exists between business strategy and HR strategy fails 
to acknowledge complexities both between and within the concept of strategy and HRM, 
whether an organisation's business strategies mostly being quantitative in nature are 
difficult to be aligned with HR strategies which are mostly qualitative in nature, whether 
HR strategies in an organisation being developed at different levels by adopting different 
styles make it difficult to develop a HR strategy that will fit the overall strategy, whether 
HR strategies of an organisation are consistent with an analysis of the product/ market 
situations, whether HR strategic fit of an organisation is operational with the strategic 
thrust of the organisation, whether HR strategic fit of an organisation is operational with 
the strategic thrust of the organisation and whether HR strategies of an organisation 
support business initiatives in such areas as TQM, CRM, organisational restructuring, 
process re-engineering, product / market development, introduction of new technology, 
etc. have a loading of 0.845, 0.760, 0.697, 0.686, 0.639, 0.601, 0.585 and 0.394 
respectively. This suggests that factor 3 is a combination of these eight variables. 
Therefore this factor can be interpreted as "Integration of HR strategy with Overall 
Business Strategy." 
As far as factor 4 in Table 5.4.2 is concerned we see that questions such as 
whether vertical integration is difficult to achieve in an organisation due to the 
complexity of strategy formulation process, whether HR strategy or lack of it affects 
vertical fit of strategic HRM., whether an organisation's strategic HRM places greater 
emphasis on HR aspect of people management, whether an organisation's strategic HRM 
places yield on investment in human capital in the interests of the business, whether 
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strategic HR being subjected to considerable environmental pressures cannot be entirely 
governed by corporate / business strategy, whether due to constant advances in 
technology and work processes, organisation is under increased competitive pressure to 
implement more efficient means of operations and whether due to constant change taking 
place in organisation, HR practices are constantly reviewed and evaluated to allow 
respond to changes taking place in environment have a loading of 0.757, 0.721, 0.649, 
0.532, 0.522, 0.466 and 0.456 respectively. This suggests that factor 4 is a combination 
of these seven variables. Therefore this factor can be interpreted as "Vertical Integration 
of HR Strategy with Overall Business Strategy." 
As far as factor 5 in Table 5.4.2 is concerned we see that questions such as 
whether the internal fit in an organisation ensures presence of 'powerful connections' 
with HR practices that strengthen each other, whether HR policies of an organisation 
makes managers capable of developing and managing people who can think, lead and act 
from a global perspective and possess a global mind as well as global skills, whether HR 
strategy of an organisation takes into accounts the interests and aspirations of all the 
stakeholders, whether HR policies and practices of an organisation are inter-connected 
and mutually reinforcing to deliver certain defined results, whether HR policies of an 
organisation are concerned with the organisation as a total entity and addresses what 
needs to be done across the organisation as a whole, whether HR strategy of an 
organisation is well articulated and translated into a mutually supportive set of human 
resource initiatives or practices and whether HR strategies of an organisation do not have 
coherence across diverse range of activities and plans on account of organisational 
complexities have a loading of 0.776, 0.750, 0.721, 0.524, 0.476, 0.472 and 0.440 
respectively. This suggests that factor 5 is a combination of these seven variables. 
Therefore this factor can be interpreted as "Horizontal Integration Of Hr Strategy With 
Overall Business Strategy". 
As far as factor 6 in Table 5.4.2 is concerned we see that questions such as 
whether organisational culture determines the status of the HR function and its 
integration with the rest of the organisation, whether organisational culture places 
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different needs and expectations on the HR function, whether organisational culture is 
seen as a powerful issue in managing HR strategy and whether HR strategies in an 
organisation being developed at different levels by adopting different styles makes it 
difficult to predict type of HR contribution required during the formulation have a 
loading of 0.724, 0.676, 0.486 and 0.478 respectively. This suggests that factor 6 is a 
combination of these four variables. Therefore this factor can be interpreted as 
"Organisational Culture influencing the emergence of strategic HRM". 
Table 5.4.4 Constructs Affecting the Emergence of Strategic HRM 
in the Different Sub-Sectors of the Indian IT Industry 
Constructs affecting emergence of strategic human 
resource management 
Strategic Plamiing Process 
Organisational Culture 
Integration of HR Strategic with overall corporate strategy 
Vertical integration 
Horizontal integration 
Status enjoyed by the HR function 



















The above table which shows the constructs affecting the emergence of strategic 
HRM in the different sub-sectors of the IT Industry shows highest mean in case of the 
dimension Integration of HR Strategy With Overall Corporate Strategy. This is 
followed by the Status Enjoyed by the HR function as perceived by HR Managers. The 
dimension with the least mean is the Organisational Culture of the Organisation. 
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DIMENSIONS OF STRATEGIC HRM 
Table 5.4.5 MEAN VALUES FOR THE VARIOUS DIMENSIONS 

















Strategic HRM formulation in organisation is done in an 
environment wherein there is a strategic approach to 
corporate or business issues. 
Aligning HR practices in organisation to build critical 
organisational capabilities has enabled achievement of 
organisational goals. 
Overall strategy of organisation is integrally affected by 
the way human resources are viewed by management. 
Organisation's strategic plaiming process affects the 
formulation and implementation of strategic HRM 
The strategic archetype (control versus commitment 
approach) adopted by organisation affects integration of 
HRM with organisational strategy. 
Organisational culture determines the status of the HR 
function and its integration with the rest of the 
organisation. 
Organisational culture places different needs and 
expectations on the HR function 
Organisational culture is seen as a powerful issue in 
managing HR strategy 
Organisation's HR competencies / skills affect the 
linkage ofHR with organisational strategy 
Evolutionary and irrational nature of strategy formulated 
in organisation makes it difficult to pin down HR issues 
that are likely to be relevant 
The linear relationship that exists between business 
strategy and HR strategy fails to acknowledge 
complexities both between and within the concept of 
strategy and HRM. 
Organisation's business strategies mostly being 
quantitative in nature are difficult to be aligned with HR 
strategies which are mostly qualitative in natiire. 
HR strategies in organisation being developed at different 
levels by adopting different styles make it difficult to 

















































HR strategies in organisation being developed at different 
levels by adopting different styles makes it difficult to 
predict type of HR contribution required during the 
formulation 
HR strategies of organisation are congruent with the overall 
business strategy to achieve competitive advantage 
HR strategies of organisation matches the firm's stage of 
development 
HR strategies of organisation take into account 
organisational dynamics 
HR strategies of organisation are in line with the 
characteristics of the organisation 
HR strategies of organisation are consistent with an 
analysis of the product/ market situations 
HR strategic fit of organisation is operational with the 
strategic thrust of the organisation 10 
HR strategies of organisation support business initiatives in 
such areas as TQM, CRM, organisational restructuring, 
process re-engineering, product / market development, 
introduction of new technology, etc. 
Vertical integration is difficult to achieve in organisation 
due to the complexity of strategy formulation process. 
HR strategy or lack of it affects vertical fit of strategic 
HRM. 
Organisation strategic HRM places greater emphasis on HR 
aspect of people management 
Organisation strategic HRM places yield on investment in 
human capital in the interests of the business 
Strategic HR being subjected to considerable environmental 
pressures cannot be entirely govemed by corporate / 
business strategy. 
Due to constant advances in technology and work 
processes, organisation is under increased competitive 
pressure to implement more efficient means of operations 
Due to constant change taking place in organisation, HR 
practices are constantly reviewed and evaluated to allow 
respond to changes taking place in environment 
The internal fit in organisation ensure presence of 























































HR policies of organisation makes managers capable of 
developing and managing people who can think, lead and 
act from a global perspective and possess a global mind as 
well as global skills 
HR strategy of organisation takes into accounts the interests 
and aspirations of all the stakeholders. 
HR policies and practices of organisation are interconnected 
and mutxially reinforcing to deliver certain defined results 
HR policies of organisation are concerned with the 
organisation as a total entity and addresses what needs to be 
done across the organisation as a whole 
HR strategy of organisation is well articulated and 
translated into a mutually supportive set of human resource 
initiatives or practices'. 
HR strategies of organisation do not have coherence across 
diverse range of activities and plans on account of 
organisational complexities. 
Incremental approaches to the development of HR practices 
arise from management pressures or the existence of 
financial constraints. 
Organisation faces difficulties in implementing HR policies 
as line managers are indifferent or incapable of playing 
their part. 
Organisation faces difficulties in implementing HR policies 
as employees are suspicious or hostile to the new HR 
initiatives. 
HR strategy formulation in organisation is hampered by the 
conflict between the goals of fit and flexibility. 
HR strategy or lack of it affects horizontal fits of strategic 
HRM 
HR enjoys fiill freedom in developing HR strategy and HR 
practices 
HR enjoys frill freedom in adjusting HR strategy to their 
units 
Degree of pervasiveness of HR practices are essentially 
crucial for formulation of strategic HRM 
Alignment between employees and their jobs is essential to 



































Statement No. 23 - HR strategy or lack of it affects vertical fit of strategic HRM 
occupies the first rank thereby showing it to be the most important dimension affecting 
the emergence of strategic HRM as identified by the HR maagers of the Indian IT 
Industry. 
Statement No. 27 - which deals with question as to whether due to constant 
advances in technology and work processes, organisations are under increased 
competitive pressure to implement more efficient means of operations occupies the 
second rank thereby proving this to be an important determinant influencing the 
emergence of strategic HRM. 
Statement No. 7 - which questions whether the organisational cultvire places 
different needs and expectations on the HR function and Question No. 10 which 
questions whether the evolutionary and irrational natiire of strategy formulated in 
organisations makes it difficult to pin dovm HR issues that are likely to be relevant share 
the third rank 
Statement No. 8 - which questions whether organisational culture is seen as a 
powerful issue in managing HR strategy occupies the fourth rank. 
Statement No. 26 which deals with whether Strategic HR being subjected to 
considerable environmental pressures cannot be entirely governed by corporate / business 
strategy occupies the fifth rank among the 44 questions included in the questionnaire. 
Statement No. 25 which questions on whether an organisation's strategic HRM 
places yield on investment in human capital in the interests of the business occupies the 
sixth rank as indicated by the HR managers covered by the study. 
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Statement No. 22 which questions on whether vertical integration is difficult to 
achieve in organisations due to the complexity of strategy formulation process occupies 
the seventh rank. 
Statement No. 36 which questions on whether the incremental approaches to the 
development of HR practices arise from management pressures or the existence of 
financial constraints occupies the eighth rank. 
Statement No. 37 which questions on whether organisation faces difficulties in 
implementing HR policies as line managers are indifferent or incapable of playing their 
part occupies the ninth rank. 
Statement No.44 which questions on whether organisation alignment between 
errployees and their jobs is essential to ensure organisational commitment is seen to 
occupy the tenth rank among the 44 variables included in the questionnaire used for the 
study. 
From the above it can be conclude that the most important construct influencing 
the emergence of strategic HRM is vertical integration followed by the organisation's 
ability to cope with technological changes. This is especially true with the IT industry 
where change is inevitable. 
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5.5 INFERENTIAL STATISTICS ON SAMPLE COLLECTED 
HYPOTHESIS - 1 
Null Hypothesis: There is no significant difference between gender of HR Managers 
and their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of IT Industry. 
Table No. 5.5.1 
t Test for significant difference between gender of HR Managers and their 
opinion on the dimensions influencing the emergence of strategic HRM in the 
different sub-sectors of IT Industry. 









Strategic Planning Process 16.63 2.60 18.28 2.19 3.15 0.002 ** 
Organisational Culture 12.45 0.89 12.07 1.33 1.84 0.068 
Integration of HR Strategy with 
overall corporate strategy 
46.84 4.04 49.00 5.91 2.34 0.020" 
Vertical integration 28.68 2.47 28.24 3.81 0.76. 0.448 
Horizontal integration 23.67 3.00 25.14 3.74 2.26 0.026-' 
Status enjoyed by the HR function 34.93 2.47 35.83 2.05 1.82 0.071 
Overall opinion on emerging 
trends in strategic human resource 
martaofmpni 
163.19 10.41 168.55 15.54 2.24 0.026-* 
anagement 
Note: ** p value is significant at 1% 
* p value is significant at 5% 
Since p value is less than 0.05, the null hypothesis is rejected with regard to 
strategic planning process, integration of HR strategic with overall corporate strategy, 
horizontal integration and overall opinion of HR Managers. With respect to the above 
mentioned dimensions there is significant difference in the opinion HR Managers based 
on gender in the different sub-sectors of the IT industry. 
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Since p value is greater than 0.05, the null hypothesis is accepted with respect to 
the dimensions organisational culture, vertical integration and status enjoyed by the HR 
function. Thus there is no significant difference in the opinion of HR Managers based 
on gender in the different sub-sectors of the IT Industry. 
Based on gender it can be seen that most influencing factor is strategic planning 
process followed by integration of HR strategy with overall corporate strategy and 
horizontal integration. 
On the dimension of strategic planning process it is seen that male HR managers 
have a lower level of agreement as compared to women HR Managers. On the 
dimension of organisation culture influencing the emergence of strategic HRM it is seen 
tliat male HR Managers have a higher level of agreement. 
On the dimension of integration of HR strategy with overall corporate strategy it 
is seen that again women HR Managers exhibit a higher level of agreement. On the 
question of vertical integration influencing emergence of strategic HRM it is seen that 
male HR Managers have exhibited a higher level of agreement. 
On the dimension of horizontal integration influencing the emergence of strategic 
HRM it is seen that women HR Managers have a higher level of agreement. With 
respect to the status enjoyed by the HR function; again women HR Managers seem to 
exhibit a higher level of agreement as compared to their male counterparts. 
Overall level of agreement is again seen to be higher in case of women HR 
Managers as compared to men. 
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HYPOTHESIS - 2 
Null Hypothesis There is no significant difference between age of HR Managers and 
their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of IT Industry. 
Table No. 5.5.2 
ANOVA Test for signiflcant difference between age of HR Managers and 
their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of the IT Industry 
Dimensions of Strategic 
HRM 
Strategic Planning Process 
Organisational Culture 
Integration of HR Strategy 




Status enjoyed by the HR 
function 
Overall opinion on emerging 





















































Note: •* p value is significant at 1% 
* p value is significant at 5% 
Different alphabets between groups denotes significance at 5% level. 
Since p value is less than 0.05, the Null Hypothesis is rejected with respect to the 
dimensions strategic plarming process and status enjoyed by the HR function. Hence 
there is significant difference in the opinion of HR Managers based on their age with 
respect to the above mentioned two dimensions influencing the emergence of strategic 
HRM in the different sub-sectors of the IT Industry. 
Since p value is more than 0.05, the null hypothesis is accepted. Hence there is 
no significant difference in the opinion of HR Managers based on age on dimensions 
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such as organisational culture, integration of HR strategy with overall corporate strategy, 
vertical integration, horizontal integration and with respect to their overall opinion on the 
dimensions influencing the emergence of strategic HRM in the different sub-sectors of 
the IT ndustry. 
Based on age as a variable influencing opinion of HR Managers it is seen that 
among all the six dimensions most importance has been attached to status enjoyed by HR 
Managers especially by those in the age group of 35 - 40 years. This is followed by 
strategic planning process by those in the age group of 40 - 45 years and lowest 
importance has been given to vertical integration especially by those in the age group of 
35 - 40 years. On the dimension of strategic planning process it is seen that HR 
Managers in the age group of 40-45 years have shown the highest level of agreement and 
those in the age group of 35 - 40 years show the lowest level of agreement. 
On the dimension of organisational culture influencing the emergence of strategic 
HRM it is seen that HR Managers who are below 35 years of age show highest level of 
agreement as those in the age bracket of 40 - 45 years show the lowest level of 
agreement. On the dimension of integration of HR strategy with the overall corporate 
strategy it is seen that HR Managers who are in the 40-45 years bracket show the highest 
level of agreement and those who are in the above 45 years bracket show the lowest level 
of agreement followed by those who in the 35-40 years bracket. 
HR Managers in the age group of less than 35 years have highest level of 
agreement when it comes to vertical integration influencing the emergence of strategic 
HRM and lowest level of agreement is shovm by those who are the 35 - 40 years 
category. With respect to the dimension horizontal integration it is seen that HR 
Managers in the age group of more than 40 - 45 years show the highest level of 
agreement and those in the in the above 45 years category show the lowest level of 
ag-cement. On the question of status of HR fiinction influencing the emergence of 
strategic HRM it is seen that HR Managers in the age group of 35-40 years have 
expressed the highest level of agreement and lowest level of agreement has been shown 
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by those in the age bracket of above 45 years. Overall opinion shows that HR Managers 
in the age group of 40-45 years have shown highest level of agreement on all dimensions 
put together and lowest level of agreement is seen in case of those who are in the above 
45 age bracket. 
HYPOTHESIS-3 
Null Hypothesis: There is no significant difference between educational qualification 
of HR Managers and their opinion on the dimensions influencing 
the emergence of strategic HRM in the different sub-sectors of IT 
Industry. 
Table No. 5.5.3 
ANOVA Test for significant difference between educational qualification of HR 
Managers and their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of the IT Industry 
Dimensions of Strategic 
HRM 
Strategic Planning Process 
Organisational Culture 
Integration of HR Strategy 




Status enjoyed by the HR 
ftinction 
Overall opinion on emerging 
trends in strategic human 
resource management 
Note: ** p value is signiflcant at 1% 














































Since p value is less than 0.05, the Null Hypothesis is rejected with respect to the 
dimension horizontal integration. Hence there is significant difference in the opinion of 
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HR Managers based on their educational qualification only as far as this dimension is 
concerned. 
Since p value is greater than 0.05, there is no significant difference in the opinion 
of HR Managers based on educational qualification of HR Managers on all other 
dimensions influencing the emergence of strategic HRM. 
Based on educational qualification it is seen that among all the six dimensions 
most importance has been attached to horizontal integration by graduates. This is 
followed by the dimension integration of HR strategy with overall corporate strategy 
again by graduates. Least importance has been attributed to organisational culture as an 
influencer of strategic HRM. 
With respect to the dimension of strategic planning process it is seen that 
graduates show the highest level of agreement and doctorates show the lowest level of 
agreement. On the dimension of organisational culture it is seen that doctorates exhibit 
highest level of agreement and graduates show the lowest level of agreement. 
With respect to the dimension integration of HR strategy with overall corporate 
strategy it is seen that graduates show highest level of agreement and lowest level is 
shown by doctorates. On the question of vertical integration influencing emergence of 
strategic HRM it is seen that post graduates show highest level of agreement and lowest 
level is exhibited by doctorates. With respect to the dimension of horizontal integration 
influencing emergence of strategic HRM it is seen that graduates show highest level of 
agreement and lowest level is exhibited by doctorates. On the dimension of status 
enjoyed by the HR function it is seen that graduates show highest level of agreement and 
lowest level of agreement is exhibited by doctorates. Overall level of agreement on all 




Null Hypothesis: There is no significant difference between total experience of HR 
Managers and their opinion on the dimensions influencing the 
emergence of strategic HRM in the different sub-sectors of IT 
Industry. 
Table No. 5.5.4 
ANOVA Test for significant difference between total experience of HR Managers 
and their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of the IT Industry 
Dimensions of Strategic 
HRM 
Strategic Planning Process 
Organisational Culture 
Integration of HR Strategy 




Status enjoyed by the HR 
function 
Overall opinion on emerging 













































Note: ** p value is significant at 1% 
* P value is significant at 5% 
Different alphabets between groups denotes significance at 5% level. 
Since p value is less than 0.05, the Null Hypothesis is rejected with respect to the 
dimension integration of HR strategy with overall corporate strategy. Hence there is 
significant difference in the opinion of HR Managers based on their total experience only 
as far as this dimension is concerned. 
Since p value is greater than 0.05, there is no significant difference in the opinion 
of HR Managers based on total experience of HR Managers on all other dimensions 
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influencing the emergence of strategic HRM which is seen to be highest among those HR 
managers who have put in more than 15 years of total experience. 
Based on total experience it is seen that among all the six dimensions most 
importance has been attached to integration of HR strategy with overall corporate 
strategy especially by those with an experience of more than 15 years. This is followed 
by the strategic planning process by those with more than 15 years of total experience. 
Least importance has been attributed to organisational culture as an influencer of strategic 
HRM. With respect to the dimension of strategic planning process it is seen that HR 
Managers with more than 15 years of total experience show the highest level of 
agreement and those with less than 10 years of experience show the lowest level of 
agreement. On the dimension of organisational culture it is seen that HR Managers with 
more than 15 years of experience show highest level of agreement. However there is not 
much variation in the opinion as shown by all the three different categories. 
With respect to the dimension of integration of HR strategy with overall corporate 
strategy it is seen that HR Managers with more than 15 years of experience show highest 
level of agreement and lowest level is shown by ones having 10-15 years of experience. 
On the question of vertical integration influencing emergence of strategic HRM it is seen 
that HR Managers with more than 15 years of experience show highest level of 
agreement and lowest level is exhibited by those having less than 10 years of experience. 
With respect to the dimension of horizontal integration influencing emergence of 
strategic HRM it is seen that HR Managers with more than 15 years of experience show 
highest level of agreement and lowest level is exhibited by those having less than 10 
years of experience. On the dimension of status enjoyed by the HR function it is seen 
that HR Managers with less than 10 years of experience show highest level of agreement 
and lowest level of agreement is exhibited by those with above 15 years of experience. 
Overall level of agreement on all the factors put together is seen to be highest in case of 
those with more than 15 years of total experience and least among those with less than 10 
years of experience. 
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HYPOTHESIS - 5 
Null Hypothesis: There is no significant difference between experience in present 
position of HR Managers and their opinion on the dimensions 
influencing the emergence of strategic HRM in the different sub-
sectors of IT Industry. 
Table No. 5.5.5 
ANOVA Test for significant difference between experience in present position of 
HR Managers and their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of the IT Industry 
Dimensions of Strategic HRM 
Strategic Planning Process 
Organisational Culture 
Integration of HR Strategy with 
overall corporate strategy 
Vertical integration 
Horizontal integration 
Status enjoyed by the HR 
function 
Overall opinion on emerging 













































p value is significant at 5% 
Since p value is greater than 0,05, the Null Hypothesis is accepted with respect to 
the all the six dimensions influencing the emergence of strategic HRM in the different 
sub-sectors of Indian IT Industry. Hence there is no significant difference in the opinion 
of HR Managers based on their experience in present position. 
Based on experience in present position as a variable influencing opinion of HR 
Managers it is seen that among all the six dimensions most importance has been attached 
to vertical integration followed by status enjoyed by HR Managers especially by those 
who are having more than ten years of experience in their present position. 
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With respect to the dimension of strategic planning process it is seen that HR 
Managers with more than 10 years of experience in present position show the highest 
level of agreement and those with less than 5 years of experience show the least level of 
agreement. On the dimension of organisational culture it is seen that HR Managers with 
5-10 years of experience in present position show highest level of agreement. However 
there is not much variation in the opinion as shown by the other two categories. 
With respect to the dimension of integration of HR strategy with overall corporate 
Strategy it is seen that HR Managers with more than 10 years of experience in present 
position show highest level of agreement and lowest level is shown by ones shaving 
between 5 years of experience in present position. On the question of vertical integration 
influencing emergence of strategic HRM it is seen that HR Managers with more than 10 
years of experience in present position show highest level of agreement and lowest level 
is exhibited by those having less than 5 years of experience in present position. 
With respect to the dimension of horizontal integration influencing emergence of 
strategic HRM it is seen that HR Managers with more than 10 years of experience in 
present position show highest level of agreement and lowest level is exhibited by those 
having less than 5 years of experience in present position. 
On the dimension of status enjoyed by the HR function it is seen that HR 
Managers with more than 10 years of experience in present position show highest level of 
agreement and lowest level of agreement is exhibited by those with 5-10 years of 
experience in present position. 
Overall level of agreement on all the factors put together is seen to be highest in 
case of those with more than 10 years of experience in present position and lowest in case 
of those with less than 5 years of experience in present position. 
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HYPOTHESIS - 6 
Null Hypothesis: There is no significant difference between sub-sector to which HR 
managers belong and their opinion on the dimensions influencing 
the emergence of strategic HRM. 
Table No. 5.5.6 
ANOVA Test for significant difference between sub-sector to which 
HR managers belong and their opinion on the dimensions influencing 
the emergence of strategic HRM 
Dimensions of Strategic 
HRM 
Strategic Plarming Process 
Organisational Culture 
Integration of HR Strategy 




Status enjoyed by the HR 
function 
Overall opinion on 

















































Note: ** p value is significant at 1% 
* p value is significant at 5% 
Since p value is less than 0.01, the Null Hypothesis is rejected with respect to the 
following four dimensions namely - strategic planning process, integration of HR 
strategy with overall corporate strategy, vertical integration and horizontal integration as 
far as the different sub-sectors of the IT industry are concerned. Hence there is 
significant difference in the opinion of HR Managers based on the sub-sector to which 
they belong. 
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Since p value is greater than 0.05, there is no significant difference in the opinion 
of HR Managers based on the sub-sector to which they belong with respect to the 
dimensions organisational culture and status enjoyed by the HR function. Based on sub-
sectors it is seen that among all the six dimensions most importance has been attached to 
strategic planning process especially by those belonging to software development sub-
sector followed by those belonging to the support and services sub-sector. This is 
followed by the integration of HR strategy with overall corporate strategy by HR 
managers belonging again to the software development sub-sector. Least importance has 
been attributed to status enjoyed by HR ftinction as an influencer of strategic HRM by 
HR Managers belonging to all the three different sub-sectors. 
With respect to the dimension of strategic planning process it is seen that HR 
Managers belonging to software development sub-sector show the highest level of 
agreement and those belonging to the ITES sub-sector show the least level of agreement. 
On the dimension of organisational culture it is seen that HR Managers belonging o the 
software development sub-sector show highest level of agreement. However there is not 
much variation in the opinion as shown by other two categories. With respect to the 
dimension of integration of HR strategy with overall corporate strategy it is seen again 
that HR Managers belonging to the software development sub-sector show highest level 
of agreement and lowest level is shovra by ones belonging to the ITES sub-sector. 
On the question of vertical integration influencing emergence of strategic HRM it 
is seen that HR Managers in software development sub-sector HR Managers show 
highest level of agreement and lowest level is exhibited by those belonging to the ITES 
sub-sector. With respect to the dimension of horizontal integration influencing emergence 
of strategic HRM it is again seen that HR Managers of software development firms show 
highest level of agreement and lowest level is exhibited by those of ITES sub-sector. 
On the dimension of status enjoyed by the HR ftmction it is seen that HR 
Managers employed with software development firms show highest level of agreement 
and lowest level of agreement is exhibited by those employed with ITES. Overall level 
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of agreement on all the factors put together is seen to be highest in case of those 
employed with software development firms and least in case of ITES firms. 
CHI SQUARE TEST 
HYPOTHESIS - 7 
Null Hypothesis There is no association between gender of HR Managers 
and their overall opinion on dimensions influencing the 
emergence of strategic HRM 
Table 5.5.7 
Chi Square for association between gender of HR Managers and their overall 






































** - Rvalue significant at 1% level 
* - P value significant at 5% level 
Since P value is less than 0.01, the Null Hypothesis is rejected. Hence there is 
association between gender of HR Managers and their overall opinion on emerging trends 
in Strategic HRM. Hence it is proved that gender of HR Managers does influence their 
opinion on emerging trends in Strategic HRM. 
The above table shows that both men and women HR Managers do not have 
similar opinion on the dimensions influencing emerging trends in Strategic HRM in the 
different sub-sectors of the Indian IT Industry. 
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HYPOTHESIS-8 
Null Hypothesis : There is no association between age of HR Managers and 
their overall opinion on dimensions influencing the 
emergence of strategic HRM. 
Table 5.5.8 
Chi Square for association between ages of HR Managers and their 
overall opinion on dimensions influencing the emergence of strategic HRM 
Age 
Below 35 years 
35 - 40 years 
4 0 - 4 5 years 
Above 45 years 
Column Total 















































** - Rvalue significant at 1% level 
* - P value significant at 5% level 
Since P value is less than 0.05, the Null Hypothesis is rejected. Hence there is 
association between age of HR Managers and their overall opinion on emerging trends in 
Strategic HRM. Hence it is proved that age of HR Managers influences their opinion on 
emerging trends in Strategic HRM. 
The above table shows that HR Managers of who are above 40 years of age have 
a higher percentage of average level of agreement with respect to emerging trends in 
Strategic HRM as compared to HR Managers who are less than 40 years of age or above 
45 years of age. 
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HYPOTHESIS - 9 
Null Hypothesis : There is no association between educational qualification 
of HR Managers and their overall opinion on dimensions 
influencing the emergence of strategic HRM. 
Table 5.5.9 
Chi Square for association between educational qualiflcation of HR Managers 











































Note: The Work Values within [ ] refers to row percentage 
** - P value significant at 1% level 
* - P value significant at 5% level 
Since P value is greater than 0.05, the Null Hypothesis is accepted. Hence there is 
no association between educational qualification of HR Managers and their overall 
opinion on emerging trends in Strategic HRM. Hence it is proved that educational 
qualification of HR Managers does not have an influence on their opinion with respect to 
emerging trends in Strategic HRM in the different sub-sectors of the IT Industry. 
The above table shows that graduate and post graduate HR Managers have 
average level of agreement and doctorates have low level of agreement.. 
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HYPOTHESIS -10 
Null Hypothesis : There is no association between total experience of HR 
Managers and their overall opinion on dimensions 
influencing the emergence of strategic HRM. 
Table 5.5.10 
Chi Square for association between total experience of HR Managers and their 
overall opinion on dimensions influencing the emergence of strategic HRM 
Experience in 
years 
Below 10 years 
10-15 years 






































Note: The Work Values within [ ] refers to row percentage 
** - P value significant at 1 % level 
* - P value significant at 5% level 
Since P value is greater than 0.05, the null hypothesis is accepted. Hence there is 
no association between total experience of HR Managers and their overall opinion on 
emerging trends in Strategic HRM. Hence it is proved that experience HR Managers 
does not influence their opinion on emerging trends in Strategic HRM. 
The above table shows that HR Managers with less than 10 years of experience 
show a high level of agreement, those in the with 10-15 years total experience category 
show an average level of agreement and those with above 15 years of total experience are 
seen to have a high level of agreement. 
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HYPOTHESIS-11 
Null Hypothesis : There is no association between experience in present 
position of HR Managers and their overall opinion on 
dimensions influencing the emergence of strategic HRM. 
Table 5.5.11 
Chi Square for association between experience in present position of 
HR Managers and their overall opinion on dimensions 
influencing the emergence of strategic HRM 
Experience in 
years 
Below 5 years 
5 - 1 0 years 






































Note: The Work Values within [ ] refers to row percentage 
** - P value significant at 1% level 
* - P value significant at 5% level 
Since P value is greater than 0.05, the Null Hypothesis is accepted. Hence there 
is no association between present experience of HR Managers and their overall opinion 
on emerging trends in Strategic HRM. 
Hence it is proved that experience in present position does not influence their 
opinion with respect to emerging trends in Strategic HRM. The above table shows HR 
managers with with less than 5 years of experience in present position show an average 
level of agreement, those in the 5 - 10 years category show a high level of agreement 
and those with above 10 years of experience again show an average level of agreement 
with respect to the emerging trends in Strategic HRM. 
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HYPOTHESIS-12 
Null Hypothesis : There is no association between sub-sector to which HR 
Managers belong and their overall opinion on dimensions 
influencing the emergence of strategic HRM. 
Table 5.5.12 
Chi Square for association between sub-sectors to which HR Managers 
belong and their overall opinion on dimensions influencing 





Support & Services 
ITES 
Column Total 








































** - P value significant at 1% level 
* - P value significant at 5% level 
Since P value is lesss than 0.05, the Null Hypothesis is rejected. Hence there is 
association between sub-sector to which HR Managers belong and their overall opinion 
on emerging trends in Strategic HRM, Hence it is proved that sub-sector in which HR 
Managers are employed influences their opinion with respect to emerging trends in 
Strategic HRM. 
The above table shows irrespective of the years of experience, HR Managers have 
an average level of agreement with respect to the emerging trends in Strategic HRM. 
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HYPOTHESIS -13 
Null Hypothesis : There is no significant difference between mean ranks and 
overall opinion of HR Managers with respect to strategic 
planning process influencing the emergence of strategic 
HRM 
Table 5.5.13 
Friedman Test for significant difference in mean ranks and opinion of 
HR Managers with respect to strategic planning process influencing 
the emergence of strategic HRM 
Variable 
Strategic HRM formulation in organisation is 
done in an environment wherein there is a 
strategic approach to corporate or business issues. 
Aligning HR practices in organisation to build 
critical organisational capabilities has enabled 
achievement of organisational goals. 
Overall strategy of organisation is integrally 
affected by the way human resources are viewed 
by management. 
Organisation's strategic planning process affects 
the formulation and implementation of strategic 
HRM 
The strategic archetype (control versus 
commitment approach) adopted by organisation 















Note: ** p value is significant at 1% 
* p value is significant at 5% 
The overall difference between the mean ranks is significant at p < 0.001. 
Since P value is less than 0.01, the Null Hypothesis is rejected. Hence there is 
significant difference between mean ranks and overall opinion of HR Managers with 
respect to strategic planning process influencing the emergence of strategic HRM. 
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HYPOTHESIS -14 
Null Hypothesis : There is no significant difference between mean ranks and 
overall opinion of HR Managers with respect to 
organisational culture influencing the emergence of 
strategic HRM 
Table 5.5.14 
Friedman Test for significant difference in mean ranks and opinion of 
HR Managers with respect to organisational culture influencing 
the emergence of strategic HRM 
Variable 
Organisational culture determines the status of the 
HR function and its integration with the rest of 
the organisation. 
Organisational culture places different needs and 
expectations on the HR function 
Organisational culttire is seen as a powerful issue 












Njie: ** p value is significant at 1% 
* p value is significant at 5% 
The overall difference between the mean ranks is significant at p < 0.01. 
Since P value is less than 0.01, the Null Hypothesis is rejected. Hence there is 
significant difference between mean ranks and overall opinion of HR Managers with 
respect to organisational culture influencing the emergence of strategic HRM. 
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HYPOTHESIS-15 
Null Hypothesis : There is no significant difference between mean ranks and 
overall opinion of HR Managers with respect to integration 
of HR strategy with overall strategy influencing the 
emergence of strategic HRM 
Table 5.5.15 
Friedman Test for significant difference in mean ranks and opinion of 
HR Managers with respect to integration of HR strategy with 
overall strategy influencing the emergence of strategic HRM 
Variable 
Organisation's HR competencies / skills affect the 
linkage ofHR with organisational strategy 
Evolutionary and irrational nature of strategy 
formulated in organisation makes it difficult to 
pin down HR issues that are likely to be relevant 
The linear relationship that exists between 
business strategy and HR strategy fails to 
acknowledge complexities both between and 
within the concept of strategy and HRM. 
Organisation's business strategies mostly being 
quantitative in nature are difficult to be aligned 
with HR strategies which are mostly qualitative in 
nature. 
HR strategies in organisation being developed at 
different levels by adopting different styles make 
it difficult to develop a HR strategy that will fit 
the overall strategy 
HR strategies in organisation being developed at 
different levels by adopting different styles makes 
it difficult to predict type of HR contribution 
required during the formulation 
HR strategies of organisation are congruent with 
the overall business strategy to achieve 
competitive advantage 
HR strategies of organisation matches the firm's 
stage of development 




















HR strategies of organisation are in line with the 
characteristics of the organisation 
HR strategies of organisation are consistent with 
an analysis of the product/ market situations 
HR strategic fit of organisation is operational with 
the strategic thrust of the organisation 
HR strategies of organisation support business 
initiatives in such areas as TQM, CRM, 
organisational restructuring, process re-
engineering, product / market development, 





Note: ** p value is significant at 1% 
* p value is significant at 5% 
The overall difference between the mean ranks is significant at p < 0.01. 
Since P value is less than 0.01, the Null Hypothesis is rejected. Hence there is 
significant difference between mean ranks and overall opinion of HR Managers with 




Null Hypothesis There is no significant difference between mean ranks and 
overall opinion of HR Managers with respect to vertical 
integration influencing the emergence of strategic HRM 
Table 5.5.16 
Friedman Test for significant difference in mean ranks and opinion of 
HR Managers with respect to vertical integration influencing the 
emergence of strategic HRM 
Variable 
Vertical integration is difficult to achieve in 
organisation due to the complexity of strategy 
formulation process. 
HR strategy or lack of it affects vertical fit of strategic 
HRM. 
Organisation's strategic HRM places greater emphasis 
on HR aspect of people management 
Organisation's strategic HRM places yield on 
investment in human capital in the interests of the 
business 
Strategic HR being subjected to considerable 
environmental pressures cannot be entirely governed 
by corporate / business strategy. 
Due to constant advances in technology and work 
processes, organisation is under increased competitive 
pressure to implement more efficient means of 
operations 
Due to constant change taking place in organisation, 
HR practices are constantly reviewed and evaluated to 
















Note: ** p value is significant at 1% 
* p value is significant at 5% 
The overall difference between the mean ranks is significant at p < 0.01. 
Since P value is less than 0.01, the Null Hypothesis is rejected. Hence there is 
significant difference between mean ranks and overall opinion of HR Managers with 
respect to vertical integration influencing the emergence of strategic HRM. 
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HYPOTHESIS-17 
Null Hypothesis : There is no significant difference between mean ranks and 
overall opinion of HR Managers with respect to horizontal 
integration influencing the emergence of strategic HRM 
Table 5.5.17 
Friedman Test for significant difference in mean ranks and opinion of 
HR Managers with respect to horizontal integration influencing the 
emergence of strategic HRM 
Variable 
The internal fit in organisation ensure presence of 
'powerful connections' with HR practices that strengthen 
each other 
HR policies of organisation makes managers capable of 
developing and managing people who can think, lead and 
act fi-om a global perspective and possess a global mind 
as well as global skills 
HR strategy of organisation takes into accounts the 
interests and aspirations of all the stakeholders. 
HR policies and practices of organisation are 
interconnected and mutually reinforcing to deliver certain 
defined results 
HR policies of organisation are concerned with the 
organisation as a total entity and addresses what needs to 
be done across the organisation as a whole 
HR strategy of organisation is well articulated and 
translated into a mutually supportive set of hiunan 
resource initiatives or practices'. 
HR strategies of organisation do not have coherence 

















Note: *• p value is significant at 1% 
* p value is significant at 5% 
The overall difference between the mean ranks is significant at p < 0.01. 
Since P value is less than 0.01, the Null Hypothesis is rejected. Hence there is 
significant difference between mean ranks and overall opinion of HR Managers with 
respect to horizontal integration influencing the emergence of strategic HRM. 
232 
HYPOTHESIS -18 
Null Hypothesis : There is no significant difference between mean ranks and 
overall opinion of HR Managers with respect to status 
enjoyed by the HR function influencing the emergence of 
strategic HRM 
Table 5.5.18 
Friedman Test for significant difTerence in mean ranks and opinion of 
HR Managers with respect to status enjoyed by the HR function 
influencing the emergence of strategic HRM 
Variable 
Incremental approaches to the development of HR practices 
arise from management pressures or the existence of 
financial constraints. 
Organisation faces difficulties in implementing HR policies 
as line managers are indifferent or incapable of playing their 
part. 
Organisation faces difficulties in implementing HR policies 
as employees are suspicious or hostile to the new HR 
initiatives. 
HR strategy formulation in organisation is hampered by the 
conflict between the goals of fit and flexibility. 
HR strategy or lack of it affects horizontal fits of strategic 
HRM 
HR enjoys full freedom in developing HR strategy and HR 
practices 
HR enjoys full freedom in adjusting HR strategy to their 
units 
Degree of pervasiveness of HR practices are essentially 
crucial for formulation of strategic HRM 
Alignment between employees and their jobs is essential to 


















Note: ** p value is significant at 1% 
* p value is significant at 5% 
The overall difference between the mean ranks is significant at p < 0.01. Since P 
value is less than 0.01, the Null Hypothesis is rejected. Hence there is significant 
difference between mean ranks and overall opinion of HR Managers with respect to 
status enjoyed by HR function influencing the emergence of strategic HRM. 
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5.6 CORRELATION COEFFICIENT 
Table 5.6 
CORRELATION COEFFICIENTS BETWEEN THE VARIOUS FACTORS 
AFFECTING THE EMERGENCE OF STRATEGIC HRM IN THE DIFFERENT 





Integration of HR 
















































The above table shows the output for correlation table. The values in the 
correlation table are standardised and range from 0 to 1. All variables are correlated 
proving that the variables chosen are a fairly good set of independent variables. 
The correlation coefficient between strategic planning process and orgnaisational 
culture is seen to be 0.177 which indicates nearly 18 percent relationship between these 
two factors and is significant at 5 percent level. 
The correlation coefficient between strategic planning process and integration of 
HR strategy with overall corporate strategy is seen to be 0.663 which indicates nearly 66 
percent relationship between these two factors and is significant at 1 percent level. 
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The correlation coefficient between strategic planning process and vertical 
integration is seen to be 0.428 which indicates nearly 43 percent relationship between 
these two factors and is significant at 1 percent level. 
The correlation coefficient between strategic planning process and horizontal 
integration is seen to be 0.596 which indicates nearly 60 percent relationship between 
these two factors and is significant at 1 percent level. 
The correlation coefficient between strategic planning process and status enjoyed 
by the HR function is seen to be 0.132 which indicates nearly 13 percent relationship 
between these two factors. 
The correlation coefficient between organisational culture and integration of HR 
strategy with overall corporate strategy is seen to be 0.248 which indicates nearly 25 
percent relationship between these two factors and is significant at 1 percent level. 
The correlation coefficient between organisational culture and vertical integration 
is seen to be 0.287 which indicates nearly 29 percent relationship between these two 
factors and is significant at 1 percent level. 
The correlation coefficient between organisational culture and horizontal 
integration is seen to be only 0.066 which indicates only about 7 percent relationship 
between these two factors. 
The correlation coefficient between organisational culture and status enjoyed by 
the HR function is seen to be only 0.082 which indicates only about 8 percent 
relationship between these two factors. 
The correlation coefficient between integration of HR strategy with overall 
corporate strategy and vertical integration is seen to be 0.512 which indicates nearly 51 
percent relationship between these two factors and is significant at 1 percent level. 
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The correlation coefficient between integration of HR strategy with overall 
corporate strategy and horizontal integration is seen to be 0.596 which indicates nearly 60 
percent relationship between these two factors and is significant at 1 percent level 
The correlation coefficient between integration of HR strategy with overall 
corporate strategy and status enjoyed by HR function is seen to be 0.124 which indicates 
nearly 12 percent relationship between these two factors. 
The correlation coefficient between vertical integration and horizontal integration 
ir seen to be 0.388 which indicates nearly 39 percent relationship between these two 
factors and is significant at 1 percent level. 
The correlation coefficient between vertical integration and status enjoyed by HR 
function is seen to be 0.321 which indicates nearly 32 percent relationship between these 
two factors and is significant at 1 percent level. 
The correlation coefficient between horizontall integration and status enjoyed by 
HR function is seen to be 0.206 which indicates nearly 21 percent relationship between 
these two factors and is significant at 1 percent level. 
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5.7 MULTIPLE REGRESSION AND OVERALL OPINION ON 
EMERGING TRENDS IN STRATEGIC HRM 
1. The dependent variable: Overall opinion of HR Managers of the 
different sub-sectors of the IT industry on 
emerging trends in Strategic HRM (Y) 
2. Independent Variables: 
1. Gender (Xi) 
2. Age(X2) 
3. Educational Qualifications (X3) 
4. Total Experience (X4) 
5. Present Expeirence (X5) 
6. Sub-sector of IT industry (Xg) 
3. Multiple R value : 0.80117 
4. R. Square value 0.64187 
5. F Value 42.71640 
6. P Value 0.000 > l > * 
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HYPOTHESIS - 19 
Null Hypothesis : To verify it all of the Independent Variables in the model 
neither considered together, have no causal effect on the 
Dependent Variable; in which case the model that relates 
these Independent Variables to the Dependent Variable 
does nor exist. 





















































Note : ** p value is significant at 1% level 
In this stepwise regression mode the variable entered are Sex (X|), Age (X2), 
Educational Qualifications (X3), Total Experience (X4), Experience in present position 
(X5) and sub-sector of IT industry (Xg). 
The value of R^  = 0.64187 simply means that about 64 percent of the variation in 
overall opinion of HR Managers on emerging trends is explained or accounted for by the 
estimated independent variables namely : 
a. Gender (Xi) 
b. Age(X2) 
c. Educational Qualification (X3) 
d. Total Experience (X4) 
e. Experience in present position (X5) and 
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f. Sub-sector of IT industry (Xg) 
This regression model is significant at 1% level. The multiple regression equation 
of this model is: 
Y = 181.949 + 5.818X, - 0.406X2 - 0.438X3 - 0.294X4 - 0.139X5- 11.156X6 
Since P value is less than 0.01 the Null hypothesis is rejected at 1% of 
significance for the variables Xi i.e., gender of HR Managers, Xe i.e., sub-sector of 
employment of HR Managers. There is no significant difference in opinion vnih respect 
to age, educational qualification and total experience of HR Managers. 
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Chapter 6 
CONCLUSIONS, RECOMMENDATIONS AND 
LIMITATIONS 
6.1 Introduction 
The purpose of Chapter six is to unite the theory, research findings and 
observations which have been discussed in previous chapters, to provide a complete 
picture of the problem situation and how the research problems therein have been 
addressed. 
The chapter layout will be split into several sections which address the 
contributions made by the research study to the chosen field of knowledge i.e., emerging 
trends in strategic HRM in the Indian IT Industry. A highlight of Chapter six is the HR 
Competency Model which would enable HR Professionals in understanding 
competencies required in order to put forth strategic contributions and thereby help their 
organisations in achieving competitive advantage in the market place. Information 
obtained with the help of the questionnaire and by interaction with practicing HR 
Managers has helped the researcher in putting forth the following as findings of the 
study. 
6.2 Conclusion 
The constructs affecting the emergence of strategic HRM in the different sub-
sectors of the Indian IT industry include strategic planning process as undertaken by the 
organisations, organisational culture and integration of HR strategies with overall 
corporate strategy, vertical integration, horizontal integration and status enjoyed by HR 
function in such organisations. 
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Among these six constructs the highest mean is seen in case of integration of HR 
strategy with overall corporate strategy, followed by the status enjoyed by the HR 
function in their respective organisations and the construct - organisational culture 
prevailing in the organisation has the lowest mean value. 
The overall opinion of HR managers with respect to emerging trends in Strategic 
HRM shows that 46% of them have an average level of agreement whereas 28% have a 
high level of agreement and 26% have a low level of agreement. 
Proposition 1: There is no significant difference between gender of HR Managers and 
their opinion on the dimensions influencing the emergence of strategic HRM in the 
different sub-sectors of IT Industry. 
Gender Versus opinion ofHR Managers on the dimensions influencing the emergence 
of strategic HRM in the different sub-sectors of IT Industry in India. 
Based on gender of HR Managers it is seen there is a significant difference in 
their opinion with respect to three dimensions namely, strategic planning process and 
integration of HR strategy with overall corporate strategy and horizontal integration. The 
overall opinion of HR Managers also shows a significant difference in the opinion 
between male and women HR Managers. However, gender of HR Managers does not act 
as a factor influencing their opinion with respect to the other three dimensions namely, 
organisational culture, vertical integration and status enjoyed by the HR Managers in 
their respective organisations and vertical integration. . 
On the dimensions such as strategic planning process, integration of HR strategy 
with overall corporate strategy, horizontal integration and overall opinion on dimensions 
influencing emerging trends in strategic HRM it is seen that women HR Managers have a 
higher level of agreement as compared to male HR Managers. However on the 
dimensions such as organisational culture and vertical integration male HR Managers 
show a slightly higher level of agreement. 
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Proposition 2: There is no significant difference between age of HR Managers and their 
opinion on the dimensions influencing the emergence of strategic HRM in the different 
sub-sectors of IT Industry. 
Age Versus opinion ofHR Managers on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of IT Industry in India, 
Based on age of HR Managers it is seen that there is a significant difference in 
their opinion with respect to only two dimensions namely, strategic planning process and 
the status enjoyed by the HR function. 
HR Managers in the age group of 40 - 45 years believe strongly in the role played 
by strategic plaiming process with respect to emerging trends in strategic HRM. Those in 
the age group of 35 - 40 years believe strongly in the influence of the status enjoyed by 
HR function in influencing the emergence of strategic HRM. The overall opinion 
however shows that those in the age group of 40 - 45 years have higher level of 
agreement than those in the above 45 years category. 
Proposition 3: There is no significant difference between educational qualification of 
HR Managers and their opinion on the dimensions influencing the emergence of strategic 
HRM in the different sub-sectors of IT Industry. 
Educational Qualification Versus opinion of HR Managers on the dimensions 
influencing the emergence of strategic HRM in the different sub-sectors of IT Industry 
in India. 
Based on educational qualification it is seen there is a significant difference in the 
opinion of HR Managers only with respect to the dimension horizontal integration. On 
all other dimensions the study has shown no differences based on educational 
qualifications. 
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HR Managers who are just graduates have a stronger conviction on the role 
played by horizontal integration in the emergence of strategic HRM as compared to the 
post graduates or doctorates. 
The overall opinion of HR Managers with respect to all the six dimensions also 
shows that graduate HR Managers have a higher level of agreement as compared to post 
graduates or doctorates. 
Proposition 4: There is no significant difference between total experience of HR 
Managers and their opinion on the dimensions influencing the emergence of strategic 
HRM in the different sub-sectors of IT Industry. 
Total experience Versus opinion ofHR Managers on the dimensions influencing the 
emergence of strategic HRM in the different sub-sectors of IT Industry in India, 
Based on total experience it is seen there is a significant difference in the opinion 
of HR Managers only with respect to the dimension integration of HR strategy with 
overall corporate strategy. On all other dimensions the study has shown no differences 
based on their total experience. 
HR Managers who are having above 15 years of experience have a stronger 
cor.viction on the role played by integration of HR strategy with overall corporate 
strategy in the emergence of strategic HRM as compared to the those who have less than 
5 years of experience. 
The overall opinion of HR Managers with respect to all the six dimensions also 
shows that HR Managers vdth more than 15 years of experience have a higher level of 
agreement as compared to those with lesser experience. 
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Proposition 5: There is no significant difference between experience of HR Managers in 
present position and their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of IT Industry. 
Experience in Present Position versus opinion of HR Managers on the dimensions 
influencing the emergence of strategic HRM in the different sub-sectors of IT Industry 
in India. 
Based on experience of HR Managers in present position it is seen there is a no 
significant difference in their opinion on all other dimensions influencing the emergence 
of strategic HRM in the IT industry. 
Proposition 6: There is no significant difference between sub-sector to which HR 
Managers belong and their opinion on the dimensions influencing the emergence of 
strategic HRM in the different sub-sectors of IT Industry in India. 
Sub-sector to which ofHR Managers belong Versus opinion ofHR Managers on the 
dimensions influencing the emergence of strategic HRM in the different sub-sectors of 
IT Industry in India, 
Based on sub-sector to which of HR Managers belong it is seen there is a 
significant difference in the opinion of HR Managers with respect to the dimensions 
strategic planning process, integration of HR strategy with overall corporate strategy, 
vertical integration and horizontal integration. On the other dimensions such as 
organisational culture and status enjoyed by the HR fimction the study has shown no 
differences based on the sub sector to which they belong. 
HR Managers who are employed with software development firms have shown a 
higher level of conviction on the role played strategic planning process, integration ofHR 
strategy with overall corporate strategy, vertical integration and horizontal integration 
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with respect to the emergence of strategic HRM in the different sub-sectors of IT Industry 
as compared to the other two sectors - Support and Services and ITES. 
The overall opinion of HR Managers with respect to all the dimensions also 
shows that HR Managers employed with software development firms have shown a 
highest level of agreement followed by Services and support sub-sector and then by ITES 
sub-sector. 
6.3 Recommendations 
In most organisations today HR managers have reduced themselves to recruitment 
and administrators. Managers from other functions are being placed increasingly in HR 
roles and in many cases they seem to do a good job. This insight has led the researcher to 
ponder on the following questions: 
1. Are HR managers in India coping with current challenges for HR? 
2. Whether it is true that HR managers are making themselves redundant? 
3. If it is true, then, what HR managers should do? 
4. What are the capabilities to be built in HR as a profession? 
5. What competencies are required to map up to these capabilities? 
Present scenario 
This dilemma is not new. Often HR managers are posed with the question of what 
is "your contribution" or "how are you able to add value to business?" In today's world 
of intangibles the HR manager is a lost soul, often found groping for answers to such 
questions. Continuous change and pressures on organisations are going to increase this 
trend. Partially this paradox facing the profession is a result of thin line of responsibility 
for human resource in an organisation. CEO speeches lauding the human resource as 'the 
most valuable asset' have been an 'in thing' since many years. Responsibility for 
managing these assets has been a partnership between human resource managers and line 
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managers. While the line managers are being increasingly empowered to take employee 
relate decisions, at the end of the day, still, HR department is responsible for employee 
contribution. It is a known fact that the line managers and senior management are active 
players in the space and HR has to facilitate most activities and not get directly involved. 
This thin line of responsibility for employees accentuates the state of the lost HR 
manager. 
An important trend that is well known now is the inverse pyramid role of HR. 
Erstwhile where the base (most of the activities) of the pyramid used to consist of more 
administrative and functional roles, the middle facilitation role and very less strategic and 
the advisory role towards the apex, has been inversed now. There are many studies to 
support that HR's role as advisory and facilitator is growing as compared to the 
fimctional role a decade ago. HR managers in organisations are to play expert or advisor 
aligning closely to strategic areas and leaving the beaten track areas of routine 
maintenance and administration activities. This mega role change is not an easy one. In 
those organisations where top management has not realised this new role, it is for HR 
itself to take this idea forward and sell it. Despite technology support in a big way, one 
needs to have somebody internal or external (outsource) to perform this maintenance 
fiinctions. 
This new paradigm forces changes in agenda and role of HR as a profession and 
brings us again to new capabilities and competencies for HR managers.The researcher 
has embarked on this search for the new competencies that ended up in evolving a HR 
competencies model for a new age HR managers. 
Literature review and informal discussions with the various stakeholders 
suggested various activities HR should take up. The researcher was able to categories all 
the expectations given in the form of responses into four discrete areas. The top 
management was concerned about how HR can closely align to business and deliver 
value. Line managers were concerned on the value-additions to the services offered by 
HR managers. They were also concerned with improvements in systems and processes in 
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HR through the use of technology. Employees were concerned that HR should 
concentrate on employee growth through opportunities as well as addressing issues 
related to their morale. 
Hmnan resources as a profession is often asked about the role it performs in 
business organisations. HR managers have to deal with this paradox due to the thin line 
of responsibility that HR function shares with the line managers. HR is also undergoing a 
transformation with greater emphasis being placed on its strategic / advisory role. The 
change in the role has brought about a change in the agenda for HR managers. This 
brings a new mandate for HR, which calls for a change in their competencies. This shift 
in the role and the agenda for HR forced the researcher to look for capabilities for HR as 
a professional the competencies require for HR managers. The search led to look for the 
new competencies that the new age HR managers needed to possess. 
The study led to find out what were the expectations of key stakeholders (top 
management, line managers and employees) from HR. On taking into account their views 
and he views of HR managers, what emerged was architecture akin to the Balanced Score 
Card for HR. It was realised that HR should build its capabilities in four areas of: 
1. Aligning with business 
2. Improving HR Service delivery 
3. Establishing Resilient Systems and Processes and 
4. Become an employee Anchor 
To build these capabilities it was found that existing competencies should either be 
maintained or honed as they acquire new meaning when used to perform new activities. 
However, there would be a few other competencies that HR professional would need to 
build. With the competencies set, the researcher has tried to build a model depicting the 
competencies of the new age HR managers. Thus "aligning loosely to business by 
improving and providing value added services through setting resilient systems and 
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processes for total employee engagement" can be a mission for the new age HR 
managers. 
Aligning to Business: 
There is a growing need for HR to be involved in the creation of the vision of the 
organisation. This means aligning HR planning to impact and support business strategies 
and identifying high priority activities that support these strategies. One of the 
prerequisites for HR is that it should understand the business of the organisation, its 
products, competitors and the industry. With growing awareness on Human capital 
accounting, HR is also called on for managing HR related costs, increased investment in 
HR infrastructure and people and justifying these expenses by measuring the return on 
investments (ROI). Another activity in this area is developing a productive and 
performance driven work culture and aligning employees to meet the business 
requirements. The performance driven culture rests on clear rewards and accountability. 
Organisations are fighting a talent war at the market place that requires HR managers to 
identify mission critical skills and competencies. 
To perform these activities effectively, HR managers should build the 
competencies of strategic thinking and sensing envirorunent. Plaiming and organising 
and analytical ability are the competencies that need to be honed further and cost 
consciousness and effective communication are the ones that should continue to be 
maintained. 
Improving HR Service Delivery 
Business expectations from HR are on the rise in terms of efficient service 
delivery and faster response time. HR has to manage resources like employees, vendors 
and facilities to ensure prompt delivery. This would involve developing and managing 
strong support systems that can effectively and efficiently manage the diverse work force 
and meet the varied expectations of all its stakeholders. 
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To meet these expectations, HR needs to innovate and provide value added 
services. It should also improve its response time and respond fast, even if the response 
is conveying negative options. Flexibility in services is essential in order to match 
business expectations. HR needs to set benchmarks for its performance and delivery to 
ensure continuous growth an improvement. To perform these activities, HR managers 
need to build creativity and innovation. Customer orientation is one that needs to be 
honed and the competencies of interpersonal skills and relationship building should be 
maintained. 
Establish Resilient Systems and Processes 
Setting excellent systems and processes in all areas ranging from recruitment, 
retention to retirement is the human resource functions forte in many organisations. As 
companies battle for talent and place growdng premium on human capital it is essential 
not only to build and implement clear cut recruitment and selection strategies, but to 
select the right talent to meet business needs. Similarly, every process should be built on 
a strong foundation. What is on the rise if the measurability of HR while HR managers 
are working on concepts such as HR audit, HR Score Card and Human Capital 
Accounting. 
Once the systems and processes have been set, they should be supported through 
technology. This is one way that HR can move away from its administrative burden to 
concentrate more on higher order activities. Today outsourcing maintenance functions of 
HR is an ideal solution in most companies so that the HR can devote its time to create 
value for all its stakeholders. Technology should be used to enhance the delivery of HR 
processes. Ultimately effective HR delivery comes down to meshing new technology 
with HR systems and processes. 
Companies that use both effectively are likely to gain a competitive advantage. 
HR managers need to build technology orientation in the future. Learning and change 
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orientation is a competency that needs to be honed and problem solving are competencies 
that should be maintained. 
HR COMPETENCIES MODEL 
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Becoming an Employee Anchor 
HR should focus on increasing employee competencies and commitment. HR 
should represent employee concerns on work life and beyond to appropriate agencies and 
get the support required. Every employee in an organisations is concerned (throughout 
the duration of his/her stay) about career and development prospects Supporting 
employee growth programmes like mentoring or performance counseling is an essential 
aspect of the HR function. Training line managers on leadership, mentoring, 
development and counseling is an important activity. Training should address 
performance and potential. More than training the question now is learning in a fast 
changing world. Knowledge management is where HR aspires to move, where it would 
facilitates knowledge acquisition, storage (repository), retrieval and its ultimate 
utilisation, developing a knowledge from where employees can share and learn from 
each other building corporate value through managing change and the organisational 
culture effectively is an important activity of the HR function. By being an employee 
anchor, HR managers should aim at getting the emotions and intellectual commitment 
from the employees 
To be an employee anchor, HR managers would need to build advocacy, they 
need to hone up the competencies of commitment and team building, influencing ability 
and personal credibility and it should maintain the competencies of development 
orientation and coaching and empathy. The pressure is mounting and all eyes are on HR 
to see what happens next. Will the function become a purely strategic business partner as 
transactional work is outsourced? 
HR cannot reach its peak till it gets its required inflow of high quality talent and it 
will not get its share of that talent unless it creates new benchmarks of its own 
performance. Mediocrity is reasonably prevalent and equally tolerated in the HR 
profession today. It is not just a question of the quality of talent in the profession, but also 
a factor of the lack of proper performance focus. While the quality and performance of its 
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human resources are key contributors to an organisation's success, there are few 
measures that are being 'quantitatively' linked to HR. 
6.4 Research Limitations 
It is necessary to evaluate this study in the context of its limitations. First, 
data came only from firms operating in Chennai city. All studies have limitations and 
this research is no exception. The study has assumed that all HR Managers contacted are 
well acqumnted with the concept of strategic HRM and were able to answer for the firm 
as a whole and answered truthfully. Although the respondent targeted were highly placed 
HR Managers with knowledge of strategic HRM and other strategic initiatives 
undertaken by their organisations, it is possible that their responses do not represent the 
actual company practices and could be affected by personal bias and prejudice. 
Second, the reliability of the survey instrument could be improved to assure 
better information in future. There is no perfect survey instrument, but additional 
questions defining the constructs would possible improve the reliability of the survey 
documents. In addition, this research could be improved by obtaining a higher level of 
response rate. Great importance was placed making this survey as short as possible since 
the population selected in inundated v^ dth requests for information and are having a busy 
work schedule. Without significant additional expenditure of time and money, it was 
believed that the only way to obtain reasonable response rate was to keep the survey 
instrument and survey timing to the minimum. 
Lastly this research is limited to the three sub-sectors of the IT Industry, while all 
types of organisations can benefit from strategic HRM initiatives. Research into the 
association of strategic HRM with improved financial and organisational performance in 
all industries would be highly beneficial. It is felt that had these limitations not been 
there, further efforts could have been made for improving the research study. However, 
these constraints are common to any research study. 
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6.5 Future Research Perspectives 
In the conduct of any exploratory research such as this, recommendations for 
future research address the issues generated by the present study. Based on the fmdings 
of this study, future research may start from a relatively higher level of knowledge. First 
the present study could be replicated which would help in re-examining the validity of the 
fmdings. Second, subsequent research needs to be engaged in the development of more 
valid and reliable definitions of the proposed constructs, overcoming most of the 
limitations posed by the data sources used for this study. Perspectives of other 
stakeholders on the value addition provided by HR Managers could be included to get a 
complete picture. 
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A STUDY ON COMPARATIVE TRENDS IN STRATEGIC HRM IN THE 
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Strategic HRM formulation in your organisation is done in an 
environment wherein there is a strategic approach to corporate 
or business issues. 
Aligning HR practices in your organisation to build critical 
organisational capabilities has enabled achievement of 
organisational goals. 
Overall strategy of your organisation is integrally affected by 
the way human resources is viewed by management. 
Your organisation's strategic planning process affects the 
formulation and implementation of strategic HRM 
The strategic archetype (control versus commitment approach) 
adopted by your organisation affects integration of HRM with 
organisational strategy. 
Your organisational culture determines the status of the HR 
function and its integration with the rest of the organisation. 
Your organisational culture places different needs and 
expectations on the HR function 
Your organisational culture is seen as a powerful issue in 
managing HR strategy 
In your organisation HR competencies / skills affect the 
linkage of HR with organisational strategy 
Evolutionary and irrational nature of strategy formulated in 
your organisation makes it difficult to pin down HR issues 
that are likely to be relevant 
The linear relationship that exists between business strategy 
and HR strategy fails to acknowledge complexities both 
between and within the concept of strategy and HRM. 
In your organisation business strategies mostly being 
quantitative in nature are difficult to be aligned with HR 
strategies which are mostly qualitative in nature. 
HR strategies in your organisation being developed at different 
levels by adopting different styles make it difficult to develop 
a HR strategy that will fit the overall strategy 
HR strategies in your organisation being developed at different 
levels by adopting different styles makes it difficult to predict 
type of HR contribution required during the formulation 
Level of 
agreement 






















HR strategies of your organisation are congruent with the 
overall business strategy to achieve competitive advantage 
HR strategies of your organisation matches the firm's stage of 
development 
HR strategies of your organisation take into account 
organisational dynamics 
HR strategies of your organisation are in line with the 
characteristics of the organisation 
HR strategies of your organisation are consistent with an 
analysis of the product/ market situations 
HR strategic fit of your organisation is operational with the 
strategic thrust of the organisation 
HR strategies of your organisation support business initiatives 
in such areas as TQM, CRM, organisational restructuring, 
process re-engineering, product / market development, 
introduction of new technology, etc. 
Vertical integration is difficult to achieve in your organisation 
due to the complexity of strategy formulation process. 
HR strategy or lack of it affects vertical fit of strategic HRM. 
In your organisation strategic HRM places greater emphasis on 
HR aspect of people management 
In your organisation strategic HRM places yield on investment 
in human capital in the interests of the business 
Strategic HR being subjected to considerable environmental 
pressures cannot be entirely governed by corporate / business 
strategy. 
Due to constant advances in technology and work processes, 
your organisation is under increased competitive pressure to 
implement more efficient means of operations 
Due to constant change taking place in your organisation, HR 
practices are constantly reviewed and evaluated to allow 
respond to changes taking place in environment 
The internal fit in your organisations ensure presence of 
'powerful coxmections' with HR practices that strengthen each 
other 
HR policies of your organisation makes managers capable of 
developing and managing people who can think, lead and act 
from a global perspective and possess a global mind as well as 
global skills 
HR strategy of your organisation takes into accounts the 
interests and aspirations of all the stakeholders. 
Level of 
agreement 


















HR policies and practices of your organisation are 
interconnected and mutually reinforcing to deliver certain 
defined results 
HR policies of your organisation are concerned with the 
organisation as a total entity and addresses what needs to be 
done across the organisation as a whole 
HR strategy of your organisation is well articulated and 
translated into a mutually supportive set of himian resource 
initiatives or practices'. 
HR strategies of your organisation do not have coherence 
across diverse range of activities and plans on account of 
organisational complexities. 
Incremental approaches to the development of HR practices 
arise from management pressures or the existence of financial 
constraints. 
Your organisation faces difficulties in implementing HR 
policies as line managers are indifferent or incapable of 
playing their part. 
Your organisation faces difficulties in implementing HR 
policies as employees are suspicious or hostile to the new HR 
initiatives. 
HR strategy formulation in your organisation is hampered by 
the conflict between the goals of fit and flexibility. 
HR strategy or lack of it affects horizontal fits of strategic 
HRM 
In your organisation HR enjoys fijll fi-eedom in developing HR 
strategy and HR practices 
In your organisation HR enjoys full freedom in adjusting HR 
strategy to their imits 
In your organisation the degree of pervasiveness of HR 
practices are essentially crucial for formulation of strategic 
HRM 
In your organisation alignment between employees and their 
jobs is essential to ensure organisational commitment 
Level of 
agreement 
1 2 3 4 5 
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